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NOTE 


AT THE TIME when this book was written, the U.S. A. and 
Britain in her wake had not yet plunged into their present huge 
arms programme. These events, however, point the case which 
the book argues, namely, that Keynesian programmes with 
finance capital at the helm may in no time turn into oppressive 
programmes of war- 

The aim of this book is criticism — against ideas hostile to 
the interests of Labour. A more positive statement of Marxist 
economic theory is contained in my PoliticallBj:onomy^ a Marxist 
Textbook (Lawrence and Wishart, 1949). 

This, like that textbook, is a collective w'ork. A statement 
was compiled in collaboration with a number of Marxist econ¬ 
omists and discussed at a conference of economists and trade 
unionists. Many ideas were contributed by those who took 
part in that conference. For the final text, however, the full 
responsibility is mine. 

London, November 1950 J- E. 
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CHAPTER 1. 


CAPITALIST THEORY IN THE 
LABOUR MOVEMENT 

Speaking at Perth on June 8, 1950 Mr. Herbert Morrison 
'redefined* socialism as follows: 

“Socialism means the assertion of social responsibility 
for matters which are properly of social concern.’* 

He spoke of the pioneers of socialism. Socialist principles 
remained in essentials those of the socialist pioneers, but, he 
said, they must be adaptable. He did not, however, remind 
his audience that the essence of the socialism for which the 
pioneers of the movement fought was the question of property. 
He did not remind them that the great idea that inspired the 
founders of the socialist movement was that the cause of 
poverty and destitution and the barrier to human progress 
was capitalist property, private ownership of the means of 
production. The essential aim of the movement was there¬ 
fore abolition of capitalist ownership and in its place the estab¬ 
lishment of public or “social” ownership of the means of 
production. The resolution of the Trade Union Congress 
of 1893 that marked the adoption of socialism as the official 
policy of the movement defined its aim as “the collective 
ownership and control of the means of production, distribu¬ 
tion and exchange.” 

It is therefore evident that Mr. Morrison, whatever he may 
assert to the contrary, is breaking altogether with the pioneers 
of the movement when he goes on to extol private capitalism. 
The functions of his “redefined socialism” include, he says. 
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‘^assisting and stimulating private enterprise to be enterprising 
and expansive/* The capitalists are not to be dispossessed in 
this new socialism; it will set up “development councils for 
appropriate industries representative of management, workers 
and the community’, to help private industry in research, ex¬ 
pansion, progress and enterprise.” 

Mr. Morrison’s new socialism calls for public ownership only 
“of natural or almost inevitable local or national monopolies, 
such as postal services, electricity, gas, broadcasting, water, civil 
aviation, and central banking; and of certain vital basic indus¬ 
tries such as coal mining, inland transport and iron and steel.” 
Mr. Herbert Morrison has indeed proved himself a “revolu¬ 
tionary”; by the redefinition of words he has caused a revo¬ 
lution in the meaning of socialism and by his definition he has 
made capitalist Britain socialist! 

Circumstances have Favoured Policies of Deception. 

The illusions fostered by Labour opportunists such as Mr. 
Herbert Morrison have, it must be admitted, a considerable 
influence within the British Labour Movement. With socialist 
phrases on their lips these opportunist leaders have pursued 
within the Labour movement a policy that has protected all 
jthe vital interests of capitalism; but these policies have not 
I been clearly seen for what they truly are because British capit¬ 
alism has enjoyed a fleeting period of relative prosperity in 
I which employment has been unusually high. 

Profits during the first post-war Labour government increased 
without — as yet — seriously impairing the living standards of 
the working-class. In this period during which economic 
activity in the capitalist world has been sustained by the post¬ 
war boom, British imperialism has been much better placed 
than any other capitalist power, America apart. The disorgani- 
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zation (e.g. France) and defeat (e.g. Germany) of rival imperi¬ 
alisms, special advantages in Empire markets and long-estab¬ 
lished financial connections in all parts of the world, enabled« 
British capitalists profitably to expand exports and production' 
and so to keep employment high throughout the first five; 
years of the Labour Government's tenure of office. 

The New York Tims tells how American imperialism sees 
British imperialism's situation. It is a reasonably accurate 
picture. 

‘The burst of optimism now going on could be exag¬ 
gerated. Britain... is still riding a wave created by 
the American boom and the world wide sellers' market; 

... she has not yet had to face real German and Japanese 
competition." (June 9, 1950). 

In the meantime t^ temporarily low level of ui^mploy- 
ment — so rare in thojjeyoJ o£the gfifter^l^crisis of capitalism 
— i s ea gerly cjted ^the ^Ljboiit opportunists to ^rove 
that"grfeft*social changes are taking place and that this is 
due to deliberate action by a Government that has discovered 
how to master the economic forces that once caused ruin and 
destitution year after year to so many British men and women. 
Regrettably, this is an illusion and an extremely dangerous 
illusion. 

C^italist Theof Py»Jto L abour Oppo rtunism. 

Such opportunism could not, however, have deceived the 
Labour movement if it had not become — however unwit¬ 
tingly — steeped in economic teachings of capitalist origin. 
In particular, it is put about that new developments in econom¬ 
ic science have made the control and planning of capitalism a 
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possibility. There is, it is claimed, a new economic science 
which takes as its bible Lord Keynes* General Theory of Employ¬ 
ment^ Interest and Money. 

Keynes* General Theory was originally published in 1956 and 
is now enjoying an immense vogue throughout the capitalist 
world. It provides to-day the theoretical foundation for the 
policies of the right-wing J-abour leaders. Attlee, for example, 
speaks of Douglas Jay’s The Socialist Case which is completely 
Keynesian in its economics, as setting out “the basic philo¬ 
sophic arguments for collective management of our economic 
resources,” (Foreword to 1946 edition). 

As we shall show, Keynesian theory is, theoretically, unsound 
and extremely dangerous to the working class movement. 

I It is a doctrine that is completely capitalist in its origin and 
^‘philosophical background. 

The sharp controversies that took place between the Keynes¬ 
ian theory and the bourgeois orthodoxy before Keynes* day 
should not be misunderstood. Bourgeois theory was in crisis and 
was rapidly becoming discredited. The arrogant lies with which 
capitalism in its heyday had been championed, had been shown 
I up by the march of events. Keynes came in, not to destroy 
j bourgeois theory, but to save what could be saved from the 
/wreckage. He was not revolting against bourgeois theory 
in general, but only against that form of bourgeois theory 
which had well served the needs of the capitalists in the 19th 
century, but which no longer served them so well in the 
period of monopoly capitalism. The social foundation of Keynes^ 
ion theory is monopoly capitalism in decay. 

Events had shattered the optimism of the old bourgeois doc¬ 
trines which taught how the free play of the market produced 
the maximum of social wellbeing. As capitalism passed into 
its period of decline, new theories, better adapted to the needs 
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of capitalism in its imperialist stage, were born out of the 
profound crisis that occurred in bourgeois economic thought 
as its old faith in competitive capitalism crumbled. 

The Doctrine of Laissez Faire. 

In the course of the 19th century, the capitalist economists 
had vrorked out their elaborate defence of capitalism, their 
“apologetics” for capitalism on the basis, largely, of the doc- 
I trine of laisse:^^ faire^ the doctrine that the best regulator of 
economic prosperity was the market left to itself and free 
'; from interference {laiss^^^faire means “leave it to work itself”). 
This doctrine taught that the unhampered workings of the 
market would give to worker and capitalist alike his proper 
reward (the Marxist talk of “exploitation” was, therefore, mere 
mudslinging) and that interference by monopolies, the State 
or trade unions must cause harm. The job of the State was 
“to hold the ring,” to see that the laws of the market were 
left free to w'ork their beneficial effects. 

All this was well suited to the interests of the British capital¬ 
ists, since it masked exploitation, argued against trade unions 
and for free trade (i.e. removal of barriers to the sale of Brit¬ 
ain’s lower cost products). 

That sufficed for the 19th century capitalists. The 20th century 
brought imperialism, war and the general crisis of capitalism; 
permanent unemployment; slumps of unparalleled depth and 
duration. The old fairy stories about the virtues of capitalism 
if left to itself no longer deceived many people. The workers 
inspired by the Russian Revolution had socialism in their 
hearts. The monopoly capitalists wanted State interference 
in furtherance of their interests (tariffs, imperial preference. 
State sponsored monopolies, arms programmes, currency 
manipulations, etc.) In short, the old capitalist theories no 
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longer suited and were no longer believed. The Keynesian 
theory, however, purports to explain the cause of mass unem¬ 
ployment and to prescribe a cure witlm/t touching capitalist 
wealth and profits. It served as more plausible apologetics for 
capitalism, even though it no longer painted capitalism in such 
glorious colours. 

Why Keynesian Theory is ‘^Popular.” 

The “popularity” of the Keynesian theory was assured be¬ 
cause it was in harmony with the interests of the monopoly 
capitalists. The old academic orthodoxy surrendered one 
strong-point after another to the Keynesians. The Keynesian 
doctrine gave consolation in the hour of capitalist despair 
to a most strange variety of persons ranging from the fascists 
of Nazi Germany to Fabian socialists. The secret of its special ; 
appeal to those whom it deceives, is that it purports to cure 
big ills (all the atrocities of capitalist crisis) by small measures 
(a few measures of central government finance and control).'* 
These, for example, arc the terms in which one Professor of 
Economics has greeted the Keynesian theory. 

“General unemployment is a scourge which wastes 
economic resources, fosters restrictions of every kind 
and destroys the belief in the rationality of society. 
But what was true of the past need not necessarily be 
true of the future. In the past twenty years the work of 
Lord Keynes has revolutionised our thinking about 
the operation of the economic system, has isolated the 
flaw which may lead the free economy to run at less 
than its full power and has pointed clearly to the meth¬ 
ods to be adopted, to remedy the defect.” (Jewkes, 
Ordeal by Planningy pp. 59—60). 
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“Easy ways out” have always had a specially strong appeal 
to the petty-bourgeois mentality that capitalism inevitably 
fosters (infecting also the working class itself). 

if “Petty-bourgeois democrats are distinguished,”wrote 
Lenin in 1919, “by an aversion to the class struggle, by 
the hope of getting along without the class struggle, by 
their endeavour to smooth over and reconcile and to 
take the edge off sharp corners. Such democrats there¬ 
fore either avoid recognising the necessity for a whole 
historic period of transition from capitalism to Commu¬ 
nism, or regard it as their duty to concoct plans for re¬ 
conciling the two contending forces, instead of leading 
the struggle of one of these forces against the other,” 
{Essentials of Lenin^ Vol. JL p. 528). 

Lenin when he was writing this had in mind — amongst 
others — Ramsay MacDonald, but the description fits Attlee 
and his colleagues just as well. The Labour Movement got 
rid of MacDonald in the great crisis of 1931, but it did not get 
rid of “MacDonaldism,” it did not eliminate from the leader¬ 
ship those who “hope to get along without the class struggle.” 

A new set of MacDonalds preach that there is a way forward 
to socialism that does not call for struggle against the capi* 
talists, but rather for restraint on the part of the workers. 
The advance to socialism becomes a matter of patience and 
prudence. Those who talk of a period of great historical . 
upheaval are accused of advocating disturbance for its own ^ 
sake or in the interests of a “foreign power.” Labour has been 
elected to office and now in a quiet, orderly manner the Govern¬ 
ment will do all that is necessary to change the social order 
without causing any considerable inconvenience to anyone^i 
This whole line of argument, naturally, has a wide appeal; it 
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IS the easy way that avoids looking difficulties in the face. 

The avidity with which the Social-Democrat leaders and theo¬ 
reticians have seized upon the Keynesian teachings is not 
; therefore surprising. Here is a way of getting most of the 
benefits of socialism without attacking capitalism, without 
; facing the rigours of the class struggle. 

For the Liberals, here is a way of reforming capitalism with¬ 
out going over to socialism. 

For the monopoly capitalists, here is a theory which recom¬ 
mends some measure of State interference which does not attack 
the seats of class power and the fortresses of monopoly capi¬ 
talist property and control. 

Surely a theory which, more than most, can serve a turn 
either indirectly by creating illusions and disguising the real 
nature of monopoly capitalism or directly by furthering some 
interest of a powerful monopoly group. 

Keynesian Theory is Capitalist Theory. 

Keynesian theory has therefore become the dominant form 
of capitalist theory. Whether labelled as such or not, it is 
the theory used to justify Government policy; today under 
the slogans of Keynesian economists, the attack on wages and 
social services is launched; today under Keynesian “guidance” 
the people of Britain are to be hurled into the abyss of capital¬ 
ist crisis or war. 

If the workers and people of Britain are to go forward to 
socialism, the lies of those who use capitalist theory to spread 
despondency and confusion in their ranks must be branded 
j once and for all, and capitalist economic theory today means Keynesian 
theory. 

Whatever the champions of Keynesian theory may think, feel 
or intend, their theories are taken up by all and sundry in 
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the defence of capitalism. The old free competition stuff 
has become a back-number. It is in fact the relationship of 
the classes in the period of the general crisis of capitalism 
that has groomed Keynesian theory for stardom. Its special, 
virtue is that in a most palatable form it revolts against laissev^^ 
faire economics and at the same time remains stoutly anti- ' 
Marxist. 

In short, the Keynesian theory has many friends who — for 
all their differences — unite in seeing it as the only answer to 
Marxism. Such a theory is a serious danger to the working 
class. 

Why Marxism is Hated. 

The Labour Movement should learn to be unendingly sus¬ 
picious of advice from capitalist experts; it should learn also 
to expect from the capitalists and their hangers-on hatred 
of ideas which advance the interests of the working people. 

/■ 

'/“Throughout the civilised world the teachings of 
Marx,” wrote Lenin, “evoke the utmost hostility and 
hatred of all bourgeois science (both official and liberal) 
which regards Marxism as a kind of ‘pernicious sect.* 
And no other attitude is to be expected, for there can be 
no ‘impartial’ social science in a society based on class 
struggle. In one way or another all official and liberal 
science defends wage slavery,whereasMarxism has declared 
relentless war on wage slavery. To expect science to be 
impartial in a wage-slave society is as silly and naive as 
to expect impartiality from manufacturers on the ques¬ 
tion whether workers’ wages should be increased by 
decreasing the profits of capital.” {Essentials of henWy 
Vol. I, p. 59). 
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There can be no impartial social science, says Lenin. But if 
this is so, can the Labour Movement afford to let its leaders take 
sides against Marxism whilst allowing “liberal” and “official” 
science to propagate its ideas throughout the movement and 
to shape the movement’s policy? 

The Hallmark of Capitalist Theory. 

Note also how clearly and simply Lenin puts his finger on the 
distinguishing characteristics of capitalist theory and Marxist 
theory. Capitalist theory “defends wage-slavery”; “Marxism 
has declared relentless war on wage-slavery.” A whole his¬ 
torical epoch, one might say, lies betw’een these two theories. 
No wonder the adherents of capitalist theory — whether 
within or outside the Labour movement — so misunderstand 
and misrepresent the Marxists. 

The adherents of bourgeois theory do not in their day-to-day 
policies look towards the ending of wage-slavery; they do not 
see in the wage-profit relationship the source of crisis and all 
the incalculable consequences that stem from it throughout 
the capitalist world. Socialism becomes therefore only a mat¬ 
ter of talk. In practice, the policies of these people aim only 
at easing the chafing of the workers’ chains and to ensure “the 
feeding of the slave in his slavery.” But capitalism in the period 
of its general crisis is less and less able to do even this except 
for exceptional and fleeting periods. 

How some Labour Leaders argue for Capitalism. 

The policies of the right-wingers in the Labour movement are 
j just such capitalist policies. They are for easing the lot of the 
; wage-slave, so long only as in so doing nothing is done to harm 
the wages system itself (capitalism). 
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It is argued that given restraint, given moderation on the part 
of the workers, the Labour Government knows bow to control 
capitalism, to see that it does not lead to crisis, to make capi¬ 
talism stable. “This policy which is before you, recommended 
by the General Council” says Mr. Tewson, “is a further appeal 
that we should try to stabilise the position,^' (Conference of 
T.U. Executives, January 12, 1950). 

These Labour leaders rely on capitalist theory to justify the 
doctrine that capitalism can be stabilised and brought under 
control. In this, particular importance attaches to the Keynesian 
theory in that it tries to reconcile planned production with the 
unhampered operation of the laws of the market. 

Basing themselves on this theory the Labour leaders advocate 
an order of things which they describe as socialist, but in 
w’hich they leave the capitalists in ownership and control of 
industry. This theory forms the basis for the whole policy of 
the Labour Government and the Trade Union leadership. 

The statement on Wages Policy which the General Council 
of the T.U.C. issued for consideration by the conference of 
Trade Union Executives referred to above, concluded as 
follows: 

“The only alternative that faces our movement in a 
departure from this policy (namely, the ‘freezing* of 
wages — J*E.) is the acceptance under duress of such 
a measure of deflation as brought our movement to 
the edge of disaster in the inter-war years ... Our 
movement has steadfastly supported the Labour 
Government in its determination to avoid repetition 
of these disastrous events by a policy of planning and 
control. That policy of plaiming cannot be effective 
without the full co-operation of the Trade Union 



i8 


MARX AGAINST KEYNES 


Movement and the issue before us is not in fact a choice 
of alternatives but a decision to preserve at all costs the 
social, industrial and economic gains of these post-war 
years, and to keep beneath our feet the solid foundation 
upon which we can build a more stable economy and 
thus safeguard the security of our homes and obtain 
the means for the improvement of the conditions of 
life and labour.” 

Does not this argument amount to saying that capitalism 
must be preserved, that capitalism docs not lead to poverty 
and disaster for the workers but can be planned and controlled, 
and that any policy that attacks capitalism, that attacks the 
system of wage-slavery, must remove from “beneath our feet 
the solid foundation upon which we can build a more stable 
economy”? 

To argue that capitalism can be made stable is hostile to all 
that socialists have ever believed. To make a case for themselves 
our champions of the “new,” the “redefined” socialism have 
to appeal to the capitalist theory of the late Lord Keynes. 

Capitalist Theory in Action. 

The right-wing Labour leaders use three main arguments 
against wage-increases: 

J 

(i) they cause inflation of prices, 
j (ii) they put up costs and so cause loss of export 
orders, 

-^(iii) they eat into profit reserves and so hold up re¬ 
equipment and reduce competitive power. 


“At a glance” we can see that aU these arguments assume that 
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the blind laws of the capitalist market and the sacred principle 
of production for profit must be left to rule our economic 
destinies. Looking more closely we see that they have force 
only if we lay it dow’n — and why should we? — that the 
interests of the capitalists are not to be attacked. 

Take first the inflation of prices. Again and again at the Trade 
Union Congresses of recent years, repeatedly at the special 
Conference in January 1950 on Wages Policy, the right wing 
leaders argued that wage increases must lead to price increases 
and these in turn cause the workers to claim further w’age in¬ 
creases, which further force up prices and so on, starting off 
an “inflationary spiraL” 

Inflation arguments take two forms, the “mild” and the “bit¬ 
ter,” the inflation that cancels out wage gains with price 
rises and the inflation that gets out of hand, causes prices to 
rise to astronomical figures and results in a complete collapse 
of economic life 

The wild, uncontrollable inflation can be briefly dismissed. 
It is nothing but a bogey used to conjure up fear. It is in fact 
a downright lie to pretend that any runaway inflation has 
ever been caused by wage increases. Runaway inflation occurs 
Jwhen in times of economic or political panic the State tries 
^to meet its needs by printing more and more paper money. 
Panics of this kind — such as that in Chiang Kai-Shek’s 
Qiina recently — usually receive their momentum from stam¬ 
pedes of speculation by capitalists who have lost faith in their 
own country’s currency and want to turn their wealth into 
foreign currencies or material goods or gold. (The inflation 
in China was accompanied by heavy buying of gold by Chinese 
capitalists about to flee their country). 

If stern measures are taken against capitalist speculators, 
the dangers of runaway inflation can be contained. The real 
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lesson of the bogey of inflation is that any country dominated 
by capitalist wealth runs the risk of being ruined by specula¬ 
tion and flight of capital. 

The argument that every rise in wages causes a similar rise 
in prices — though a very old one — was not so long ago 
popularised again by Keynes in his booklet Hoji^ to pay for the 
War (1940) and has been repeated again and again in the last 
ten years. The argument is that the capitalists increase prices 
as fast as wages increase. But if wages go up, why should 
prices? Do prices depend on the mere will of the capitalist? 

, Of course they don’t .The capitalists charge whatever price 
the market will bear. If prices can be raised, they will be 
raised whether wages have gone up or not. If they cannot be 
raised, then they cannot be raised even if wages go up. 

The essence of the matter is quite simple (although no capi¬ 
talist economist, naturally, will ever admit it). The worker 
produces values greater than those he receives in wages. The 
difference — the surplus which Marx called surplus value — 
is the fund out of which profits and all the costs of maintaining 
capitalist society are met. If wages go up, the immediate 
effect is for the surplus to go down. The division of the pro¬ 
duct “is only settled by the continuous struggle between capi¬ 
tal and labour, the capitalist constantly tending to reduce wages 
to their physical minimun, and to extend the working day 
to its physical maximum, while the workingman constantly 
presses in the opposite direction. The matter resolves itself 
into a question of the respective powers of the combatants.” 
(Marx: Value^ Price and Profit), In 1949, for example, the capi¬ 
talists got £3,05 5 million in profits and the workers £4,280 mil¬ 
lion in wages; but there is no eternal law that says that the 
division must be just that and no other. 

What differences are made by the development, since Marx’s 
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day, of capitalism into its stage of monopoly capitalism? The 
existence of monopoly in itself does not greatly upset the line 
of argument put forward above. Monopolies fix prices and 
control supplies so as to make the highest profits they can for 
as long as they can. Their pricing and selling policy is, how¬ 
ever, governed by market conditions and not by ‘‘the mere will” 
of the monopolist. Like the competitive capitalists, if they 
can make more profits by putting up prices, they will do so 
whether wages rise or not; and when market conditions do 
not permit price increases without serious loss of sales, they 
will have to allow wage increases to cut into profit margins. 
Perhaps the most important development of recent times is 
the fact that a small clique of finance capitalists are in a posi- 
N/tion to manipulate the State and banking apparatus so as to 
decrease the value of money and to raise the general level of 
prices (as in both World Wars and in the “devaluation” in 
1949). However, the effects of such measures would be still 
worse for the workers if they did not fight for wage increases. 
Stripped of its trimmings of capitalist theory, the inflation argu¬ 
ment amounts to saying that what the capitalists don’t take 
off the workers one way, they will take another and should 
not therefore be interfered with. Theory that leads to such 
conclusions is not merely wrong; it is sheer defeatism and 
negates the whole existence of the Labour movement. 

The “export orders” argument is, in a nutshell, that prices 
(and therefore wages) must be kept down in order that capi¬ 
talists may win and hold export markets. The argument itself 
gives away, incidentally, the bitter secret that foreign trade, 
which they never tire of telling us is “Britain’s lifeblood”, is 
, neither planned nor controlled. At home production for export 
i I is shaped by the motives of capitalist profit; sales abroad are 
' at the mercy of the capricious laws of the market. 
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British economy is thus admitted to be still a part of world 
capitalism, planless “anarchic” capitalism; it is at the mercy 
of the blind laws of economics operating in a capitalist 
world whose centre to-day is America. 

At present the British capitalists who export their goods are 
still finding profitable markets overseas, and wage restraint 
on the part of the workers would only mean extra profits for 
the capitalists. When market conditions change, how low 
must wages drop to be “competitive?” When the clash with 
German and Japanese competition is really on, must they go 
below German and Japanese wage-levels and how far below? 
In fact, on this ‘theory* vrhere do vrage-cuts stop? 

Working-class theory has, of course, a clear enough alternative 
— namely, planned foreign trade based on a system of trade 
agreements in which those with socialist countries would 
naturally be specially important. 

There are obvious fallacies in the argument that capitalists 
must be allowed to build up reserves in order to re-equip 
industry. First, if they do re-equip industry they do so in 
order to increase profits and not to lighten the toil and increase 
the wages of the workers. Secondly, there is no guarantee that 
profits left in the capitalists* hands will be used to re-equip 
industry. Experience of capitalism in its imperialist stage 
leads us to expect the opposite. In these fifty years of the monop¬ 
oly stage of capitalism, accumulated profits have to a huge 
extent been sent for investment overseas. And, very obviously, 
the profits made in this period in textiles, coalmining and steel 
were spent only to a most inadequate extent on the re-equip¬ 
ment of these industries. 

Tewson at the 1949 Trade Union Congress argued against 
inroads on profits in the following manner: 
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“Is there nobody in this room who has ever conducted 
negotiations in extremely difficult times when he 
has wished that there had been some reserves built up 
from profits to cushion the effect of bad times upon 
their members?” 

This is an argument that indeed gives the game away. Capital¬ 
ism evidently is not going to be stable; there are, it admits, 
bad times coming. 

One may here be pardoned for asking under what circum¬ 
stances wages may go up. They cannot, according to capitalist 
theory, go up in a seller’s market because that inflates prices, 
nor in a buyer’s market because high wage costs would put 
the capitalists out of the competitive race. They cannot go up 
when profits are low, because the capitalists must be left some 
profit margins; they cannot go up when profits are high be-; 
cause something must be put to reserves to safeguard the 
future. 

In short, such theory proves that wages must never go up — 
and in this, if nothing else, it proves itself a truly capitalist 
theory. 

The essence of all these arguments is, we may conclude, very 
simple; it is that if economic activity is to be maintained, the 
workers must show suficient “restraint” to enable the capi¬ 
talists to make good profits. 

Capitalists and Labour Opportunists Use Same Arguments. 

Sir Alexander Ramsay replying to the engineering workers on 
behalf of the Engineering Employers Federation said: 

“The future of engineering could be ensured only by 
a sound financial structure. The structure could only be 
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built on investment but more especially and immediate¬ 
ly the industry had to rely on that portion of the profits 
of production which they were able to return to indus¬ 
try for the purpose of enabling it to do its job.” {Finan¬ 
cial TimeSy February 3, 1950). 

Is this not exactly the argument of Tewson at the T.U.C. 

that is quoted above? Sir Alexander Ramsay goes on to say: 

“As the markets contract and become more selective 
cost grows increasingly important in the situation. 
It is not easy to assess the early effect of German and 
Japanese competition, but there are many who are not 
happy about it. I am not trying to paint a picture of 
gloom, but of wise restraint. Hard work and more 
combined effort to achieve maximum production at a 
minimum cost are absolutely essential to our national 
life in present circumstances. The employers are entirely 
satisfied that to grant this application would not be in 
the best interests of our workers because in countless 
instances it would destroy the opportunities to work.” 

Is this not the same as Attlee’s argument at the T.U.C. in 1949 

which ran as follows: 

“You all know that our standard of life and our ability 
to maintain full employment depends on our being 
able to maintain the flow of imports of foodstuffs and 
raw materials and a considerable portion of those 
things must come from dollar sources because that is 
the only place where there are supplies available. To 
pay for these things we must produce goods at com- 
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pctitive prices... I have said that I do not believe in 
lowering wages as a means of reducing costs, but 
equally it is necessary to realise that increases of wages 
that are not matched by increases of production will 
gravely impair our chances of getting rapidly over our 
difficulties. Increased demands for money payments of 
whatever kind when there are no goods to meet them 
lead straight to inflation with all its consequences ...” 

(pp. 389—90) 

When the arguments of working-class leaders coincide with 
those of the capitalists, one would be well advised to treat 
them with the gravest suspicion. 

The excuse that the Labour leaders would offer would pro¬ 
bably run somewhat as follows: “Our arguments are certainly 
not unlike those of the employers, but you are overlooking a 
profound difference. Whereas the employers are only thinking 
of profit, we are deliberately using the profit motive to get 
the employers to carry out the kind of economic activity that 
we want carried out. Things today are different; Labour is in 
the government and what is more, we know today how to 
control capitalism and in particular how to stop capitalist 
production from falling into slump. Economic science today 
has equipped us with knowledge that in the past vras not 
available.” 

This is the new alihi to the exposure of which the remaining 
chapters of this book will be devoted. 

Socialism — Deeds or Words? 

Socialism is not capitalism plus a “Labour” cabinet. Nor is 
it capitalism plus some Keynesian theories. Nor is it a pious 
hereafter of no practical significance here and now^ 
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Socialism is, rather, the outcome of class struggle. It is the 
defeat of the exploiters, the victory of the working class that 
is the beginning of the end of all class struggle. 

The fight for socialism enters, therefore, into working-class 
struggles all the time. Everything that strengthens the work¬ 
ing-class and weakens capitalism, brings socialism nearer 
As an example of the living socialist approach to the problems 
that were before the conference of Trade Union Executives 
on January 12,1950, we may quote in contrast to the Labour 
opportunists’ arguments given above, the speech of Mr. Jim 
Gardner: 

“My Executive ..he said, “expressed doubts of the 
wisdom of a policy which ignored the fundamental 
causes of the crisis in the free play of private enterprise .. 
That the causes of crisis have been ignored is to be seen 
in the fact that the Government’s conception of plan¬ 
ning is to utilise the Departments of State as glorified 
commercial travellers for capitalist enterprise and that 
it has failed to effect such control of industry, with the 
Trade Unions as partners, as to enable organised 
production to function properly within the framework 
of an economic plan... High profits may in part be 
ploughed back into industry, but what does it mean? 
In a socialist economy with the planned production 
and distribution of the products of labour it would 
provide more goods and improved living standards for 
the workers, but in a capitalist economy it means more 
millionaires. If the markets are available to absorb the 
increased volume of products of labour, it may mean 
continued employment for some workers. On the 
other hand, if the markets are unable to absorb the 
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increased products of industry so obtained it means 
pressure on the workers for lower costs at the expense 
of wages in order to make the price of the product of 
labour in private enterprise more competitive. That 
will mean unemployment and an end to the condition 
of comparatively full employment which we have 
enjoyed since the war... A slump can be prevented 
only by pursuing a pcjlicy comparable with that of the 
Confederation of Shipbuilding and Engineering Unions, 
that is, on the basis of a socialist planned economy.” 

To this, the reply of Mr. Tewson for the General Council was, 

“Mr. Jim Gardner makes a plea for a socialist economy. 
We do not disagree with him on that, but the real 
trouble is that I am afraid we shall not get a socialist 
economy inside twelve months and in the meantime 
we have a mixed economy, and we had better make our 
immediate plans based on that fact. Mr Gardner spoke 
of the inevitability of competition. Surely when we are 
talking about increased efficiency of industry and the 
general tenor of this policy, it is to enable us to keep 
our heads above water when the full blast of what he 
prophecies actually happens.” 

What is the essence of this reply? Is it not a formal salutation 
to socialism in words, but in deeds its rejection, unwillingness 
to fight for the interests of the workers and to put a firm grip 
on the capitalists. On the contrary it defends attacks on workers 
in order to help the capitalists and their system to weather 
their coming crisis. 

If the Labour Movement saw this policy of the I^abour 
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Government clearly in this, its true light, it would not, of course, 
give it support. However, it has deceived and must continue 
to be deceived until it has learnt more deeply that to working 
class organization must be married working class theory, 
revolutionary theory that fights against capitalism and for 
socialism, the theory of Marx and Lenin. Only then will it be 
secure against leaders who like Ramsay MacDonald and others 
before them, betray their promises. Only then will it be able 
to plant its feet firmly on the road to socialism, and to begin 
in earnest the emancipation of the working class from “wage 
slavery.” 

It is for that reason that the recognition of a fight against the 
capitalist theories that find their vray into the Labour Move¬ 
ment is a matter of the greatest importance to all who wish to 
play an active part in the struggle for socialism. Until the grip 
of capitalist theory on the Labour Movement is broken, the 
way to socialism is barred. 



CHAPTER II. 


WHAT KEYNES SAYS 

Keynesian theory cannot be understood unless one recog¬ 
nizes what is not new in it as well as what is new. It is true that 
Keynes* “General Theory” has transformed bourgeois econo¬ 
mics. There is not a University nor a professor of economics 
that has remained untouched by his doctrine; but Keynesian 
theory is not, as some bright young men of the Labour move¬ 
ment would have us believe, a complete new body of econom¬ 
ic doctrine. On fundamentals it is in full harmony with the 
bourgeois orthodoxy which preceded Keynes (which Keynes 
speaks of as “the classicaP economics.*’ 

Keynes does not abandon the basic bourgeois premises. 
He accepts the subjective value theory of his bourgeois pre¬ 
decessors (the “marginal utility theory”) and rejects the labour 
theory of value of Adam Smith, Ricardo and Marx. 

The essential point of the subjective value theories is that 
they focus attention on buying and selling — the process of 
exchange and distribution — and fail to explain the rela¬ 
tionship of men in the process of production. Whereas the labour 
theory of value shows how, before goods enter exchange, value 
has already been embodied in them by the expenditure of 
productive labour, according to the subjective theories goods 


^ To Marxists the “classical” bourgeois economists arc William Petty, 
Adam Smith and Ricardo. The school of Mill and his disciple Marshall, 
which Keynes calls the classical economists, Marxists would class as **the 
vulgar economists”, since to quote Marx’s definition, their work “deals 
with appearances only ... and there seeks plausible explanations of the 
most obtrusive phenomena for bourgeois daily use.” In general the 
technical terms used by Marxist economists differ materially from those 
used by capitalist economists. 
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acquire their value only in the process of exchange. In this 
way an exposure of the difference between the values produced 
and the values received in wages by the producers is avoided 
and a theory jnasking the exploitation of worker by capitalist 
is built up around a value theory that attributes the value of 
goods in exchange solely to the subjective preferences of the 
buyers and sellers. 

The practical value of the bourgeois value theories and in 
particular their application in the bourgeois wages theory, is, 
then, that they hide the nature of capitalist exploitation. Here 
is common ground between Keynesian and other bourgeois 
theory. Both hide up the fact of capitalist exploitation and so 
are unable to take account of how exploitation and the struggle 
for profit shape the course of economic development in 
capitalist society. 

Keynes Accepted the Basic Doctrines of Bourgeois 
Economics. 

The acceptance by the Keynesians of bourgeois wages theory 
stamps them as being on the side which, in Lenin’s words, 
“defends wage slavery.” 

The essentially new feature of Keynesian theory as against 
other bourgeois theory was his contention that the capitalist 
system, if left to itself, does not necessarily lead to full em¬ 
ployment. 

Bourgeois economists before Keynes had argued that un¬ 
employment, idle capacity, etc. must always be due to artifi¬ 
cial interference with the laws of the market (by, for example, 
trade union action forcing up the price of labour or monopo¬ 
lies forcing up the price of goods). The pre-Keynesians argued 
that every product that went to market created a purchasing 
power corresponding to its value, since production costs and 



WHAT KEYNES SAYS 


31 

other incomes generated in the processes of production and 
distribution (wages, costs of materials, rent, interest, salaries, 
profits, etc.) exactly equalled the total value of the product 
sold. (This doctrine is generally knowm as ‘Says’s Law.’) 
Unemployment and idle capacity could only be due to friction 
in the economic system preventing the price of labour power, 
etc. from finding the proper level at which all labour and all 
capacity would be employed. 


Keynes criticised Employment Theory of Orthodox 
Economists. 

Keynes opposed the view that the capitalist system necessarily 
generated enough purchasing power, or as he put it, enough 
effective demand (meaning effectively used purchasing power) to 
keep all factors of production employed. He argued that the 
whole system could finally settle down (“reach equilibrium”) 
at any level of employment even if there were no “frictions” 
or temporary maladjustments. As a leading American disciple 
of Keynes puts it, the Keynesian revolution *‘was solely the 
development of a theory of effective demand, i.e. a theory 
of the determination of the level of output as a whole.” 
(Klein, The Keynesian devolution, Macmillan 1950, p. 56). 

From this Keynes went on to say, however, that appropriate 
action by the Government and central banks could ensure 
that output and employment was maintained at a high level 
(without superseding the capitalist form of production). 

The orthodox bourgeois theories were not, in Keynes* view, 
far wrong except in this matter of the level of employment. 
If full employment were assumed then they were true. They 
were true for the special case of full employment, whereas 
his theory had a wider general application. 
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“If,” he writes {General Theory^ p. 378—9) “our central 
controls succeed in establishing an aggregate volume 
of output corresponding to full employment as nearly 
as is practicable, the classical theory (by which be means 
orthodox bourgeois theory — J.E.) comes into its 
own again from this point onwards. Then there is no 
objection to be raised against the classical analysis of 
the manner in which private self-interest will deter¬ 
mine what in particular is produced, in what propor¬ 
tions the factors of produrtion will be combined to 
produce it, and how the value of the final product will 
be distributed between them... I see no reason to 
believe that the existing system seriously misemploys 
the factors of production which are in use... The 
result of filling in the gaps in the classical theory is not 
to dispose of the ‘Manchester System' but to indicate 
the nature of the environment which the free play of 
economic forces requires if it is to realise the full 
potentialities of production.” 

The only fault of capitalism, it seems, is that it sometimes 
fails to feed and support the wage slave even in the conditions 
of wage-slavery to which he is accustomed. 

In the post-war years, during which the leading capitalist 
countries have enjoyed a high level of employment, it has 
been easy for most bourgeois economists to reconcile their 
views with those of the Keynesians without great loss of face. 
Keynesian theory has in this period become the dominant 
bourgeois theory. 

Keynes, then, has taken over the fundaments of bourgeois 
theory and fitted on to them a new theory of employment. 
For the working class the salient new point of interest in the 
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Keynesian theory is its promise of a capitalism that avoids 
slump and unemployment. In the name of this theory, organized 
Labour is being asked to transform its whole political 
strategy. If the promise of this theory is false, then the workers 
are the victims of a swindle. 

The special significance of Keynes’ theory was that it 
attacked laisset^-faire doctrines (which taught that the eco¬ 
nomic system should be left to run itself) without at¬ 
tacking capitalism, without removing the fig-leaves with 
which theory hid the nakedness of capitalist exploitation, 
without conceding anything to Marxism. Keynes spoke of 
Marx’s Capital as “an obsolete economic textbook” which 
was “scientifically erroneous” and “without interest or ap¬ 
plication for the modern world.” ( Essajs in Persuasion), 

Bourgeois professors of “social science” who are so scrupul¬ 
ous about not misrepresenting their dry-as-dust colleagues 
are, of course, notoriously unscrupulous in their generaliza¬ 
tions about Marx, but one doubts whether Keynes would have 
had the face to make such a statement if he had ever read and 
understood Marx’s profoundly scientific analysis of some of 
the matters with which Keynes himself tried to grapple 
(for example, Marx’s treatment of banking and credit in 
Volume III of Capital). However, the complete rejection of 
Marxist socialism was a necessary part of the role Keynes 
was to play. 

The essence of the Keynesian standpoint was that the bourgeois 
ideologists have to be anti-laisse^t^falre while remaining pro-capitalist 
and anti-Marxist. 

The Keynesian Theory of Employment. 

The Keynesian theory of employment runs as follows: 

Expenditure takes two forms — investment expenditure. 
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and consumption expenditure. The latter depends upon (i) 
incomes received, coupled with (ii) the extent to which these 
incomes are spent or saved; for example, if incomes totalling, 
say, £10,000 million are paid out and of these 90 % is spent on 
consumption and 10% is saved, effective demand arising from 
consumption expenditure is £9,000 million. 

But, says Keynes, the mere fact that people aim at 
saving 10% of their incomes does not mean that this 
balance of “unspent” or “saved” incomes ( £1,000 million 
in our example) is forthwith and necessarily spent on investment 
goods. 

In fact, the decision not to spend income on consumption 
is quite separate and distinct from the decision to increase 
expenditure on capital equipment, etc. This latter decision is 
taken by the capitalist or capitalist firm (or to use Keynes' 
word “the entrepreneur”); and it is taken in light of the pros¬ 
pects of making a profit. 

The essence of the Keynesian theory of employment is 
then this: the level of employment is determined by the total, 
effective demand, which means total purchases of consumer 
goods J>/us investment expenditure. In so far as income not 
spent on consumption fails to be matched by expenditure on 
investment goods, there is a falling off of total demand and 
therefore of output and employment as a whole, which, of 
course, brings with it a reduction in incomes. In our example, 
total income (apart from price changes) will drop well below 
£10,000 million, if the decisions to save arc not matched by 
decisions on the part of “entrepreneurs” to spend on capital 
equipment, etc. at least as much as the intended savings (name¬ 
ly, £1,000 million if 10% of incomes were to be saved). 

“Given,” says Keynes, “what we shall call the communi- 
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ty’s propensity to consume, ^ the equilibrium level of 
employment, i.e. the level at which there is no induce¬ 
ment to employers as a whole either to expand or to 
contract employment, will depend on the amount of 
current investment. The amount of current investment 
will depend, in turn, on what we shall call the induce¬ 
ment to invest; and the inducement to invest will be 
found to depend on the relation between the schedule 
of the marginal efficiency * of capital and the complex 
of rates of interest on loans of the various maturities 
and risks.” {General Theory^ pp. 27—28). 

Investment and Savings. 

The decision to invest or not to invest depends upon wheth¬ 
er or not there is a prospect of making a profit and this depends, 
says Keynes, on the relation between the rate of interest and 
the returns which the capitalist expects from his investment of 
capital. 

For example, by spending £1,000 on installing new machi¬ 
nery a capitalist expects to increase output from which he 
forecasts that he will cc^Uect additional profits (after allowing 
for depreciation, etc.) amounting to £80 per annum; if he 
can borrow £1,000 at a rate of interest of 5 % (i.e. for £50 
per annum) he sees a clear profit of £50 (£80 — £30) and 


’ Keynes uses this phrase to express the extent to which people spend 
their incomes. This, he says, depends on the amount of individual in¬ 
comes and their distribution; people with lower incomes tend to save less 
than people with higher incomes; if their incomes increase they will save 
a bigger part of them —their 'propensity to consume,’ Keynes would say, 
falls. 

‘ What Keynes means by marginal efficiency of capital is further dealt 
with below; broadly speaking, it means expected rate of profit from ad¬ 
ditional investment. 
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will make the investment. If, however, the rate of interest 
goes up and the expected yield (“the marginal efficiency of 
capital”) goes down, then the margin of profit narrows or 
vanishes away, and so the investment is not made. 

The orthodox capitalist economists before Keynes did not 
broadly speaking disagree with this line of argument but main¬ 
tained that if the desire to save increased, the supply of money 
to be lent would increase and so the charge for lending it 
(the rate of interest) would fall. The fall of the rate of interest 
would, they argued, encourage investment and so all would 
be well — with every increase in the desire to save there 
would be a corresponding increase in investment. 

It is at this point that Keynes comes in and says: *‘No, 
things do not work out this way because the public’s desire 
to save has precious little effect on the rate of interest. The 
rate of interest depends rather on (a) the financial policy of the 
Government and the Central Banks, whose actions can force 
the rate of interest up or down and in some measure determine 
the amount of money that the Banks are in a position to lend 
and (b) the “liquidity preference”^ of the people who own 
capital. 

Keynes* Case against Laissez-Faire. 

In all this, however, — and Keynes is quite explicit on this 
point — the profit motive and private ownership and control 
of industry remain. In short, Keynesian theory rejects laissez- 
faire economics (which advocated leaving everything to the 
workings of economic laws.) It admits that capitalism left to 
itself leads to unemployment but purports to show why 


^ By “liquidity preference” Keynes means the desire to hold wealth in 
money form rather than to have it tied up in investments. 
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by certain measures of State intervention capitalism can be so 
adjusted as to eliminate unemployment and crisis. It purports 
to explain: 

1. Why capitalism in the past suffered from crisis and 
unemployment. 

2. How capitalism can be adjusted so as to do away 
with crisis and unemployment. 

3. Why State interference is called for. 

This being so the capitalist system is not (as the champions 
of bourgeois economy had always previously maintained) 
a system which adjusts itself in such a way as to ensure full 
employment. It is not true, Keynes maintains, that the economic 
forces, if left to themselves, will automatically generate an 
effective demand sufficient to absorb the output of industry 
at the level of full employment. 

The fact that people abstain from spending a certain amount 
of income on consumption does not in itself create a corres¬ 
ponding new demand for investment goods. On the contrary, 
to save discourages investment, he says. It causes sluggish 
market conditions under which there is not any incentive for 
the capitalists to expand investment expenditure. Investment 
is unlikely to take up the slack left by a reduction of consump¬ 
tion expenditure due to an increased desire to save. 

The consequence is, therefore, that effective demand falls 
off, prices fall and economic activity diminishes; profits fall, 
and workers arc sacked. Incomes all round are reduced and the 
whole economic system settles down at a lower level, leaving 
great numbers of workers unemployed. 

Thus, according to Keynes, it is not only possible but quite 
normal that the whole system should settle down and *‘reach 
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equilibrium” at a point which leaves millions of workers uncnv 
ployed. 

Keynes, indeed, further extends this theory to say that in 
industrialised countries both the “propensities to consume” 
and “inducements to invest” decrease. In this way the theory 
purports to explain not only the reasons for unemployment 
but also why (in the absence of Keynesian remedies) economic 
disorganization increases with advanced industrial develop¬ 
ment. 

Summarizing what has been said above, we may say that 
for Keynes the villain of the piece is investment expenditure. 
“The theory,” writes Keynes, “can be summed up by saying 
that, given the psychology of the public, the level of output 
and employment as a whole depends on the amount of invest¬ 
ment.” (Keynes in Quarterly Journal of EeonomieSy quoted in 
New Economicsf p. 191). 

The Keynesian Remedies for Slump. 

It follows from this line of reasoning that to maintain full 
or high employment and output it is necessary to maintain 
investment expenditure at the right level. If this is not done, 
economic activity falls, incomes paid out in the form of 
profits and the wage bill dwindle. In short, effective demand in 
the form of consumption expenditure falls short of the level 
necessary to maintain full employment and output. 

Full employment can, however, be maintained — says 
Keynes — if the State takes special steps to keep investment 
expenditure at the right level; this, he says, it may do by (a) 
controlling the rate of interest; (b) itself undertaking invest¬ 
ment or public works expenditure; (c) exercising some general 
control — about which Keynes is nowhere very precise — 
over all forms of investment. 
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Keynes and Keynesians also advocate measures designed to 
increase the “propensity to consume.” These measures include 
(i) increasing purchasing power (e.g. payment of post-war 
credits) and (ii) taxation designed to redistribute incomes in 
favour of the lower income groups (who save less). However, 
the emphasis on this second group of remedies is less marked. 

Keynes Admires Capitalism. 

The criticism of this theory will be made in the next chapter, 
but here, before considering some other aspects of Keynesian 
theory, we may pause to note that it finds nothing wrong with 
the capitalist mode of production itself. The fight of each 
capitalist for more and more profit at the expense of the work¬ 
ers he exploits and at the expense of rival capitalists, is not 
a matter of concern to Keynes nor considered by him as a 
cause of economic difficulties. 

“The Conservative Party,” wrote Keynes in 'Essays in 
Persuasion (1931), “ought to be concerning itself with evolving 
a version of Individualistic Capitalism adapted to the pro¬ 
gressive change of circumstances. The difficulty is that the 
capitalist leaders in the city and the party are incapable of 
distinguishing novel measures for safeguarding capitalism 
from what they call Bolshevism.” For Keynes, capitalism is 
fine; it merely needs adjustment. This explains why, aS rooty 
there is so much in common between him and the bourgeois 
orthodoxy which he himself learnt and taught before he evolved 
his “General Theory.” Both are based on the same super¬ 
ficial appearances and avoid analysis of fundamentals, but — 
and this is the heart of the matter — both fail to analyse the 
basic class relationship in the capitalist economy. The great 
bond that binds Keynes to his more orthodox predecessors 
is this conspiracy to disguise the nature of capitalist exploitation. 
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Keynes and Wages. 

What Keynes has to say about wages may be viewed from 
two aspects: (i) the effect of wage-changes on the general 
level of economic activity and employment, and (2) the 
manner in which the “reward of labour” is determined. It 
is only on (i) that there is anything new about the Keynesian 
theory: on (2) Keynes lines up on all essentials with the economic 
tradition of his bourgeois predecessors. Indeed, it is this that 
clearly stamps him as a capitalist economist unwilling to 
break the first and last commandment of capitalist economics, 
namely, “Thou shalt not speak of capitalist exploitation.” 

It was customary for bourgeois economists prior to Keynes 
to argue that unemployment was due to trade union action 
forcing wages above their economic level and therefore caus¬ 
ing a rise in production costs which reduced profits and so 
caused capitalists to reduce output and employment. The cure 
was to forbid the trade unions to interfere, to allow the laws 
of economics free play, in short to allow wages to fall in order 
to increase profits and so to cause capitalists to increase output 
and employment until no unemployment remained. 

Keynes opposed this orthodox theory. “The Classical Theory 
(by which he means orthodox bourgeois theory — J-E.) 
has been accustomed,” writes Keynes. (Genera/ Tieoty^ p. 257) 
“to rest the supposedly self-adjusting character of the econom¬ 
ic system on an assumed fluidity of money wages, and, when 
there is rigidity, to lay on this rigidity the blame of malad¬ 
justment.” He argued that cuts in mney wages are both impoli¬ 
tic and economically undesirable; impolitic because of the 
resistance they invite from the workers, and undesirable 
because effective demand and therefore the general level 
of economic activity is reduced. 

One might deduce that Keynesians must therefore stand for 
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increased wages, since this would increase effective demand; 
but in fact Keynesian theory does not adopt this standpoint. 

“If the entrepreneurs agree to pay their workers higher 
rates, money demand for goods is increased and it is 
argued from this that activity and output will increase. 
But this rise in demand merely (offsets the rise in cost 
of production due to higher wages.” (Joan Robinson, 
Introduction to the Theory of B,mployment^ p*4o)- 

Wage Policy and Money Policy. 

Keynesian theory, therefore, argues for leaving money 
wages unchanged. In the period of the general crisis of capi¬ 
talism, when the gold standard has been abandoned, this 
Keynesian advice “to leave money wages be” acquires a far- 
reaching practical significance as a means of circumventing 
working class resistance to wage reductions. 

The following quotations show how dangerous Keynesian 
theory, when applied by the defenders of capitalism, may be 
for the living standards of the workers. 

“Whilst workers will usually resist a reduction in money 
wages, it is not their practice to withdraw their labour when¬ 
ever there is a rise in the price of wage goods,” says Keynes 
(General Theory^ p. 9). “In fact a movement by employers to 
revise money-wage bargains downward will be much more 
strongly resisted than a gradual and automatic lowering of 
real wages as a result of rising prices.” (General Theoryy p. 264). 

And, dealing with the art of manipulating the rate of interest, 
Keynes goes on to say, “There is no means of securing uniform 
wage reductions for every class of labour... A change in the 
quantity of money on the other hand, is already within the 
power of most Governments by open market policy or analo- 
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gous measures. Having regard to human nature and our insti¬ 
tutions, it can only be a foolish person who would prefer a 
a flexible wage policy to a flexible money policy.. {General 
Theory^ pp. 267—8). How can one doubt that the monopoly 
capitalists will be quick to interpret Keynes’ meaning when he 
speaks of “automatic lowering of real wages as a result of 
rising prices”? 

To the workers, Keynesian theory says, “Whatever you do, 
your share in the national income must remain the same; when 
employment and money wages arc going up, real wages will 
tend to go down and when employment and money wages are 
going down, real wages will tend to go up.” Although in the 
face of statistical evidence some Keynesians have dropped this 
perverse doctrine, it remains true that the practical deduction 
from Keynesian theory is that wage struggles for increased 
wages cannot benefit the working class as a whole and at most 
can only win increases for some workers at the expense of 
other workers. 

Keynesian theory teaches that the share of the workers is 
fixed by unalterable ecc^nomic law, since increased wages 
simply mean increased prices and the working class as a 
whole gain nothing. Marxism, it is true, teaches that the distri¬ 
bution of incomes cannot be fundamentally and permanently 
altered within the capitalist mode of production: hut contrary 
to Keynesian theory it demonstrates that very real temporary 
gains can be won and that the fight for these gains is indispen¬ 
sable, defensively, to safeguard working class conditions, 
and offensively as the way forward to the overthrow of 
capitalism. 

The practical value of the Keynesian doctrine to capitalism is 
obvious: moreover, it preaches to the working class disunity, 
for it says “your wage struggles are at best useless and at 
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worst a blow at your fellow workers in other industries.” 

The Keynesian argument that increased wages means in¬ 
creased prices is, in fact, far from new. In the middle of the last 
century, Marx met the very same argument and answered 
it in his Value^ Price and Profit. “Do the prices of commodities” 
asked Marx “depend on the mere will of the capitalist?” — 
and after showing how prices are ultimately controlled by 
economic law's outside the capitalists’ control, finally concluded 
that “a general rise in the rate of wages would result in a fall 
of the general rate of profit, but, broadly speaking, not affect 
the prices of commodities.” In essence, as we have already 
showm (p. 2i) this argument still remains true to-day. 

In the real set-up of class relations and monopoly capitalist 
State pow'er, Keynes’ policy of not seeking to alter money 
wages becomes tranformed in practice into the use of the State’s 
economic and financial powers in such a manner as to increase 
profits at the expense of real wages. Keynes himself says 
“with a given organization, equipment and technique . . . 
an increase in employment can only occur to the accompani¬ 
ment of a decline on the rate of real wages.” 

{(General Theory^ P*!?)- 

Whatever the more progressive Keynesians may intend or 
hope, the practical meaning of the Keynesian doctrine on 
wages must be judged with reference to the realities of class 
rule and State power that it tacitly presupposes. Within the 
set-up of monopoly capitalism, Keynesian policy, as applied 
in practice, leads to use of State and financial measures so to 
affect the general level of prices that the workers* share in the 
values he produces is reduced. 

On the root issue of profits, Keynes and the older economists 
arrive — by different routes perhaps—at the same conclusions. 
Increasing economic activities involves increasing profits 
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relatively to wages, whether as cause (in the older theory) or 
as accompanying effect (in the Keynesian theory). In cither 
case the capitalists must be allowed to make greater profits. 
What they differ about is the way of doing this. The old 
doctrine favoured cuts in motey wages. Keynes advises no 
change in mofi^ wages nor does he advocate measures directly 
aimed at cutting real wages. If measures are taken to expand 
economic activity, then real wages relatively to profits must, 
he agrees, go down but this will happen ‘naturally’ — accor¬ 
ding to his analysis — as a result of expanding economic activi¬ 
ty. In short, he is not a Bolshevik defending wages but simply 
an exponent of ‘novel measures’ defending capitalism. 

Bourgeois Theory’s Defence of Exploitation. 

Keynes’ “proof” that increasing employment involves a 
declining wage is taken from orthoi)x capitalist wage theory 
— which he fully accepts. “In emphasizing our point of depar¬ 
ture from the classical system,” says Keynes, “we must not 
overlook an important point of agreement.” The point of 
agreement is that “the wage is equal to the marginal product 
of labour.” {General Theory^ pp. 5, 17). 

What is the meaning and significance of the orthodox doc¬ 
trine that Keynes reaffirms — namely that “the wage is equal 
to the marginal product of labour”? The theory certainly 
seems to say that the worker is paid for what he produces. If 
this were so, then the argument that the worker is exploited 
would fall to the ground, for the essence of exploitation is 
the appropriation by the capitalist of a part of what the work¬ 
er’s labour has produced. 

On closer examination, however, we find that “product” 
in the expression “marginal product” has not got the plain 
meaning of “produced by labour.” The bourgeois economist 
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argues that a number of “factors of production” contribute 
to the productive process, such as machinery, money at the 
bank, stocks of materials, the enterprise and imagination of 
the board of directors, the factory building, the land on 
which it stands, as well, of course, as the workers. These 
“factors of production” the bourgeois economist will com¬ 
monly group under the headings of Land, Labour and Capital. 

The reward that each unit of each factor of production 
gets, says the bourgeois economist, equals the marginal 
product, which is the additional output that would result 
from adding one unit (the “marginal” unit) of one factor of 
production. 

This is not really a theory about production at all but a 
theory about the way in which bargains as to the division of 
the product might be struck between the ovrners of the several 
factors of production. Even as such it is, as we shall shortly 
show, a poor and scientifically useless theory. Its value — 
to the capitalist class — is merely that it creates mystification 
and hides the real nature of capitalist exploitation that emerges 
clearly from the Marxist analysis of the process of production. 
(For a fuller explanation of the Marxist theory see Polifuai 
Economy: A Marxist Textbook^ Chapter IV “The Essence 
of Capitalist Exploitation.”) 

Some bourgeois economists have said in so many words 
that this marginal productivity theory shows that the worker 
gets paid the due value of what he produces. This is playing 
with words, for the activity of producing in the economic 
sense of the term is nothing but the activity of the human being 
engaged in production, namely labour. If labour were really 
rewarded with the full value of what it produces, nothing 
at all would go to the owners of Capital and Land. All that 
the theory really does is to expound certain principles which 
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purport to explain what share the owners of the several 
“Factors of Production” are likely to get away with under 
various conditions of demand and supply. So by mixing up 
the meaning of vrords it sidesteps the analysis of exploitation 
and the capitalist-worker relationship — which is the core 
of the scientific study of capitalism. 

Bourgeois economists apply the marginal productivity 
theory in more or less the same way to any Factor of Produc¬ 
tion. They put Land, Capital and Labour all on a par. As applied 
to Labour, the theory maintains that wages tend to equal the 
value of the additional product resulting from the employment 
of an additional worker. According to the bourgeois theory 
the additional product resulting from the employment of 
additional labour can only be distinguished from the additional 
product resulting from some other Factor of Production, on 
the assumption that all other Factors of Production (e.g. raw 
materials, plant etc.) remain unchanged. Since in almost all 
circumstances a worker can produce nothing unless he has 
raw materials and machines, other factors of production must 
normally change when an additional worker is employed and 
the theory is, therefore, for all practical purposes meaningless. 

The marginal productivity theory is extremely unrealistic 
in yet another respect. The worker is not free to choose 
either to work for himself or for a capitalist. He is very far 
from being on a par with capitalists. Because the capitalists 
have a monopoly in the ownership of the means of production 
the choice before the worker is to sell his labour-power to a 
capitalist or to starve. For that reason wages always tend to be 
driven down to the mere cost of subsisting. 

Mrs. Joan Robinson — herself a Keynesian — well states 
the inadequacy of the bourgeois theory as follows: 
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“Perfect competition in the labour market is even 
further from reality than perfect competition in selling 
commodities. Where labour is unorganized each employ¬ 
er is likely to be faced with a group of workers who 
have few alternatives to working for him, so that 
they are obliged to take what wage he offers .. . 
Where collective bargaining is the rule, wages are 
fixed by agreement for the trade as a whole ... But we 
still have to reckon with the over-all monopsony 
(monopsony means ‘monopoly buying* — in short, 
there is no one else to go to for a job. — J.E.) of employ¬ 
ers as a class, which is no less important to-day than when 
Adam Smith observed that ‘Masters are always and 
everywhere in a sort of tacit, but constant and uni¬ 
form combination, not to raise the wages of labour 
above their actual rate.* ** Essay on Marxian 

Economics^ p. 91). 

We may leave the marginal productivity theory, concluding 
that it is scientifically worthless, and that the only reason 
it has not already been jettisoned by the bourgeois economists 
themselves is because they have failed so far to find a better 
means of hiding the real relations of capitalist and worker, 
of exploiter and exploited. 

Keynes and Foreign Trade. 

According to pre-Keynesian bourgeois theory, trade is in 
essence no more than a labour-saving device. The advantage 
of trade is held to consist in obtaining goods more cheaply, 
in terms of home productive effort, via imports in exchange 
for exports. International trade is equated with “international 
division of labour.** The conditions necessary for such trade 
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to exist are stated in the “law of comparative costs ^ which 
says that there is scope for mutually beneficial trade when the 
relative costs of producing different commodities is unequal 
in different countries. The greater the amount of trade, the 
greater the mutually beneficial exchange. Tariffs and other 
controls on trade are, therefore, regarded as the expressions, 
for the most part, of cither the power of sectional interests 
to prevail over the common good or of sheer stupidity among 
legislators. 

Keynes held that, while the “law of comparative costs” 
was fundamentally correct, much of traditional theory w^as 
invalidated by its tacit assumption that full employment 
will always be continuously maintained in the trading countries. 

Keynes, having argued in his General Theory that there is no 
reason why (unless special steps are taken) there should ever 
be full employment in a capitalist country, went on, in contra¬ 
diction to the traditional vicw% to argue that an increase in 
exports without an increase in imports could be beneficial, 
since it would raise the level of employment. 

The Keynesian defence of an export surplus runs as follows: 

“Domestic employment can be maintained by a high 
rate of investment, which may be either domestic 
or foreign. The current rate of foreign investment 
is determined by the excess of exports over imports 
that is, by the size of the favourable balance of trade. 
An increase in the favourable balance, either in the 
form of increased exports or decreased imports, in¬ 
creases employment in the same way domestic investment 
increases employment.” (T/fe Ecoaomes of /. Af. Keynes 
by Dudley Dillard, p. 281). 



WHAT KEYNES SAYS 


49 


Here — late in the day perhaps — Keynesian theory concocts 
a justification of what had so long been the practice of the 
imperialists, namely the export of capital. For the same reasons, 
a cut in imports without any drop in exports could be bene¬ 
ficial. 

Keynesian theory therefore argues that (however undesir¬ 
able from the point of view of world prosperity) tariffs, 
exchange manipulation, trade control and such like measures 
of “trade warfare” are at least quite rational and not (as the 
pre-Keynesian bourgeois economists had taught) merely 
symptoms of folly. 

At the same time, Keynes stands by the orthodox bourgeois 
theory of comparative costs and “Free Trade,” given full 
employment on a world scale^ and is ready to agree that trade war 
is an immoral “beggar-my-ncighbour” policy, its effect being 
to export unemployment. He, therefore, makes full employment 
the pre-requisite of free trade. “If nations can,” he writes, 
“learn to provide themselves with full employment by their 
domestic policy... there need be no important economic 
forces calculated to set the interest of one country against that 
of its neighbour.” {General Theory^ p. 382). 

However, the practical conclusion of the Keynesian theory 
is that (until “nations have learned to provide themselves 
with full employment”) there are economic grounds for tariffs 
exchange control, etc.: 

1. As part of a domestic policy to combat unemploy¬ 
ment and to isolate the domestic economy from the 
infection of slump developing overseas. 

2. To meet difficulties in foreign trade and exchange 
resulting from domestic measures to combat slumps. 
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Such measures are defended “morally” on the ground that 
they preserve a high level of economic activity in at least 
a part of the capitalist world. 

However, what Keynesian theory preserves in a far more 
practical manner is the interests of the monopoly capitalists. 
They seek export markets in order to make profits. They seek 
profitable spheres of influence and fields for the investment of 
capital overseas. An export surplus sounds like giving some¬ 
thing away for nothing and calls for some special ingenuity on 
the part of the apologist for capitalism. It is Keynes’ special 
merit in this art that he defends imperialist expansionism and 
the fight for markets by advertising them as means of raising 
the level of economic activity at home. 

Once again we sec how Keynesian theory is a rationaliza¬ 
tion of what the monopoly capitalists are already doing (viz: 
using the State power to advance their interests by trade protec¬ 
tion, exchange control, etc.) but how, at the same time, it 
departs as lit tle as possible from the orthodox theory, still leaving 
“free trade” as the always distant but desirable w’^orld ideal. 

It is surprising that the theoretical defence of free trade and 
stubborn opposition on theoretical grounds to any form of 
protection lingered so long in the textbooks of the bourgeois 
ideologists. However, one reason for this was undoubtedly 
the difficulty that these gentlemen found in constructing a 
theory which justified protection and still enabled them to 
play the role of apologists for capitalism. 

Once Keynes had found a formula which made it possible 
to attack laissev^-faire without attacking the capitalist mode of 
production, the w^ay was at last open for the defence of 
protection on theoretical grounds. Keynes at last found the 
turns of phrase which enabled him to say in the lecture room 
what the imperialist financier and millionaire Cecil Rhodes 
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had said in plain words some forty years before. (The following 
remark of Cecil Rhodes to Stead is quoted by Lenin in his 
Imperialism^ “1 was in the East End of London yesterday and 
attended a meeting of the unemployed. I listened to the wild 
speeches, which were just a cry for ‘Bread! Bread! Bread!’ 
and on my way home I pondered over the scene and I became 
more than ever convinced of the importance of imperialism ... 
My cherished idea is a solution for the social problem.. 

The new Keynesian theory of foreign trade serves the apolo¬ 
gists of capitalism well, precisely because whilst justifying 
protection, the fight for overseas markets and so forth, it at 
the same time supports “free trade” as an ultimate ideal that 
it is desirable to pursue. Thus it rejects the socialist ideal 
of socialist communities co-operating according to consciously 
agreed plans, and when circumstances so require, provides 
arguments against “planned” foreign trade. It is, however, a 
conveniently elastic theory and we find Keynesians now 
championing exchange-controls and now defending the policy 
of free trade and free exchanges (which in the situation follow¬ 
ing World War II accords with the interests of many power¬ 
ful sections of American monopoly capitalism). 

In the balance of payment crisis of the present times, the 
Keynesians in the main have not applied to the questions 
of foreign trade any arguments that arc not also acceptable 
to the pre-Keynesian orthodoxy. Making much of the high 
level of employment in Britain and little of the dangers of 
slump in the capitalist world, they have cheerfully supported 
devaluation and cuts in social services. This is not surprising; 
for, in essence, Keynesian theory differs little from the ortho¬ 
doxy it criticised. We have yet to see how in practice it will 
differ in times of unemployment; but so far, Keynesian theory, 
like other capitalist theory, has shown confidence in but one 
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remedy for economic ailments — an extra dose of profits. The 
differences turn about the most effective methods of adminis¬ 
tering the dose. 

The Keynesian theory of foreign trade, like other bourgeois 
theory, refuses to consider the political realities which in fact 
transform the meaning of its doctrines. It neglects to show how 
the controls of foreign trade and exchange advocated by the 
Keynesians are invariably administered by a capitalist State 
in accordance with the will of the most powerful finance capi¬ 
talists. It is not surprising therefore that such measures are 
frequently used as means of raising internal prices and lower¬ 
ing the workers’ standards. 

The law of the uneven development of capitalism, namely, 
the inevitability of the uneven advance of some and the falling 
back of other capitalist powers, is a closed book to the Keynes¬ 
ians. Naturally so — for they do not see monopoly capitalism 
as an unending struggle between groupings of millionaire 
finance capitalists contending for domination and expansion 
at each other’s expense. Inevitably therefore the Keynesians 
fail to recognise that the rapid development of U.S. monopoly 
capitalism relatively to all other capitalist powers and the striv¬ 
ings of U.S. monopoly capitalism for world domination, is 
in itself the major cause of the disorganisation of world trade. 
U.S. capitalism seeks to hold back — not to develop — other 
capitalist powers. It seeks to export its own products — not 
to import those of others. Its actions — by the mere fact that 
they arc those of its capitalist class — accentuate and do not 
solve the disorganization of world trade. 

Marxists view the problem of international trade in an 
altogether different light from the Keynesians. In the period 
of the general crisis of capitalism, the monopolists are every¬ 
where confronted with the problem of markets and the problem 



WHAT KEYNES SAYS 


53 


of finding profitable fields for the investment of their capital. 
They seek to accumulate more and more capital; the markets 
shrink. Inevitably, there is the most intense rivalry between the 
several groupings of monopoly capitalists who strive by all 
means to exclude others from their “own” markets and spheres 
of influence, and to this end use the powers of the capitalist 
State to the full. 

If today the finance oligarchy in the U.S.A. preaches freer 
trade, it is not because they have attended the courses of col¬ 
lege economists, but because they wish to break down the bar¬ 
riers which other capitalist powers seek to erect against the 
dominance of the dollar. In the nineteenth century the power¬ 
ful British capitalists in industry and in the finance houses of 
the City wanted no barriers to their supremacy. They stood for 
“Free Trade.” Then it was Germany and U.S.A. who stood 
for protection. Today the roles are reversed. The U.S.A. now 
wants no barriers to her supremacy. It is the U.S.A. that today 
presses the policy of Free Trade on Europe (though she seems 
less prepared to reduce her own tariffs). 

At the same time, the imperialists everywhere seek to weaken 
the political and economic strength of the socialist countries 
and do all they can to obstruct trade between the capitalist 
and socialist worlds. Under such circumstances the foreign 
trade policy that serv’^es the interests of the British people 
clearly is quite different from that which serves the interests 
of the monopoly capitalists — British and American. 

In a world divided into two camps, the camp of capitalist 
imperialism and the camp of socialism, the only foreign trade 
policy that can advance the interests of the people is one that 
insulates British economy from the tendencies to crisis and 
war in the world of capitalist imperialism and ensures supplies 
of essential imports on the basis of trade agreements which 
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provide for the maximum volume of trade with the econom¬ 
ically stable and peace-seeking socialist countries, but includes 
trade with any other countries willing to supply goods that 
Britain needs and on terms that in no way impair her indepen¬ 
dence or endanger the peace of the world. Trade and politics 
in the modern world are inseparable. 



CHAPTER ni. 


KEYNESIAN “SOCIALISM” AND MONOPOLY 
CAPITAUSM 

There are two trends within the British working-class 
movement, the reformist, opportunist “Right-wing Labour” 
trend and the Marxist trend. There is no working class move¬ 
ment the world over in w'hich opportunism and reformism, 
what today has come to be called “Social Democracy,” have 
not at some time or other exerted influence, but in few coun¬ 
tries has the influence of the right-wing social democratic 
trend been so pronounced and so prolonged as in Britain. 
This trend at present dominates the Labour Movement and the 
Labour Government. 

The distinguishing mark of the reformist social democratic 
trend is in practice the defence within the Labour movement 
of the interests of capitalism. Marxists on the other hand have 
no other interests than those of the working class, and have 
declared “relentless war” on capitalism. This being so, the social 
democratic leaders use every means in their power to combat the 
Marxist trend. 

This struggle between the two trends within the Labour 
movement is fought out in every field of political activity, 
and must be fought out in the field of theory too. 

The reformist trend imports into the Labour Movement 
bourgeois theory and bourgeois ideas; it buttresses up the 
prejudices and preconceptions that capitalist society implants 
in men’s minds and tries to kill the growth of the most class¬ 
conscious Marxist ideas. This widespread dissemination of 
capitalist-bred ideas in capitalist society helps the social- 
democrats in their fight against Marxism. The social democratic 
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trend starts therefore with certain advantages; it trades in 
ideas which years of capitalist power has made current in 
men’s minds, w^hereas Marxist ideas are ultimately more power¬ 
ful because they are true and truly serve the needs and aspira¬ 
tions of the working-class and all progressive mankind. But 
they have to be fought for inch by inch. 

In economic theory the reformist, Fabian trend in Britain 
o£ half a century ago rejected Marx for Marshall, the leading 
figure of bourgeois economics in those times. Today they 
reject Marx for Keynes, the new leader of bourgeois economic 
thought. 

On the basis of Keynesian economics a whole new theory 
of socialism has been evolved, a theory which teaches that the 
social ownership of the means of production is no longer the 
essence of socialism, a theory which refurbishes the case for 
gradualism, which in its Fabian version was blown to pieces 
by capitalist crisis and mass unemployment in the years be¬ 
tween the wars, a theory which preaches that the advance to 
socialism must begin with plans for patching up capitalism, 
in short, a theory ideally suited to the needs of present-day 
social democracy. 

Mr. Jay’s Blue-Print for Labour Government Policy. 

This new “Keynesian socialism” has been concocted by a 
number of bourgeois theorists and university dons who have 
found their wray into the Labour movement and thence, as 
regards many of their number, to Ministerial posts in the Labour 
Government. It finds complete and authoritative expression in 
Douglas Jay’s Socialisl Case, published originally in 1938 
and revised and re-published in 1946. Jay himself has served 
in the Labour Government in Ministerial posts concerned 
with the shaping of economic policy, and the status of his 
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“Socialist Case” in the inner circles of British social-democracy 
is made clear in the foreword to the 1946 edition by Attlee, 
who writes: 

“I would like to commend this book to all those interest¬ 
ed in the present British experiment in democratic 
socialism. It is the aim of Th Socialist Case to set out 
the basic philosophical arguments for collective management 
of our economic resources, under the ultimate authority 
of Parliament, and to show that the economic scramble 
of laisse^faire cannot achieve a distribution of wealth 
in accordance with the needs of the common people. 
I believe myself these arguments are unanswerable ...” 
(p. vii — my emphasis, J.E.). 

The essential characteristic of the Keynesian school in 
economics is — as was shovrn above, (p. 35) — its two sided 
opposition to laissez-faire economics on the one hand and to 
Marxism on the other. The dominant school of bourgeois 
economics before Keynes taught that capitalism was a self- 
perfecting system. One need only stand back and give the 
‘natural’ laws of economics a chance to work and all will be 
well. Keynes rejected this whole laissezfoire line of argument 
and at the same time rejected the socialist line of argument, 
at least the socialist line of argument as it had been generally 
understood in the working class movement. ^ 

This, however, did not greatly embarrass the theorists of 

^ The official adoption of socialist aims by the Labour movement 
dates from the Trades Union Congress of 1893 which decided to establish 
a separate fund for the return of independent working men to Parliament, 
and to give support only to candidates who stood for “the collective 
ownership and control of the means of production, distribution and ex¬ 
change.” 
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Labour opportunism; they accepted Keynesian theory readily, 
stretched it a bit here, gave it a twist there, and called it 
“socialism.” The adaptation was easily made as follows. 

Mr. Jay’s *‘New Socialism” is not Opposed to Capitalism^ 

Socialism is traditionally opposed to capitalism. Keynes 
is also opposed to laissez-faire capitalism. Make laissez-faire the 
enemy, and what is there to separate the Keynesians from the 
new brand of “socialism?” 

“In describing the alternative to socialism,” writes 
Jay, “it now seems to me best to use the words ‘laissez- 
faire’ rather than ‘capitalism’, ‘competition’, ‘free enter¬ 
prise’, the ‘market economy* or ‘price system’. The 
earlier phrase ^laisse^fain^ gives a truer description 
of the real issue before the modern world. ‘Capitalism’ 
is not the alternative, because any State-planned system 
will almost certainly leave much productive equipment 
(not to mention Government bonds) in private hands .. 
The word ‘Socialism’ on the other hand, in its original 
meaning of collective ownership and collective control, 
is an intelligible and true description of what we mean. 
The real issue is thus between Imssev^faire on the one 
hand and on the other collective control in the collec¬ 
tive interest by the Democratic State. Wherever any 
section of the economic life of a modern industrial 
nation has become important enough to require, for 
the sake of efficiency, central organisation or control, 
the proper system is that which civilised societies 
have long accepted in the case of the armed forces, 
the police, the currency, the law courts, and numerous 
other public services. That system is control by a 
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suitably organised central authority..(2nd Edition 
The Socialist Case p. xiii-xiv.) 

VVc shall return later to Jay’s attitude to the State (which 
is quite typical of the right-wing Social Democrat); but here 
it is another matter that we are concerned about. Jay has 
transformed the battle for socialism into — not the battle 
against capitalism—but the battle against laissev^-faire. Moreover, 
socialism in fact becomes “control by a suitably organised 
central authority.” The w’ording here has a skilful change of 
key; the “original meaning” of socialism is not falsified to 
the extent of excluding reference to social ownership of the 
means of production, distribution and exchange, but once the 
passing reference has been made, all the emphasis passes to the 
word “control,” and all further reference to ownership is 
dropped. In Jay’s book there is a lot of this sliding away from 
outright socialist doctrines. 

How Mr. Jay keeps a place for Bourgeois Theory. 

In the matter of theory. Jay, although critical of laissez-faire 
conclusions, makes it clear from the outset that he generally 
accepts the general standpoint of bourgeois economics. It is, 
however, necessary for him (as for Keynes) to leave no doubt 
that he is oppcjsed to Marxism. 

“Marxists have imagined wrongly,” he writes, “that 
in order to prove property-incomes unearned, they 
must show theoretically that no economic service 
corresponds to them. They have therefore become 
involved in asserting the theoretical existence of 
‘surplus value* and denying the existence of waiting 
and risk-bearing. And in this controversy they have 
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This is a fine example of “middle way theorising.” It must 
be against Marxism, surplus value and all that; that is, on 
fundamentals it must come down on the side of bourgeois 
theory but at the same time it must feed some sops to the 
feelings of ordinary decent men for whom the patent injustices 
of capitalism cannot be spirited away by a few theoretical 
‘sophistries.’ So a form of words is needed which admits 
that there is something wrong whith capitalism but at the 
same time argues that capitalism performs necessary services. 
These must attract a reward but they “cost no effort” and 
can be “equally well performed by society as a whole.” All 
this is described as an indisputable fact. Let us look at it more 
closely. 

Jay says Marxists are wrong because they hold that no 
economic service corresponds to property incomes (in fact, 
Marxists merely hold — in company with most good diction¬ 
aries — that unearned means “not gained by labour.” How¬ 
ever, we may let that pass and follow Jay a little further). 

Chambers’ Dictionary defines “service” as meaning “labour. 
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assistance or kindness to another,” so we might rephrase the 
Marxist contention to which Jay objects thus: “No economic 
labour, assistance or kindness corresponds to property in¬ 
comes.” This, Jay says, is all wrong because the “indisputable 
fact” is that property-incomes are given in return for labour, 
assistance or kindness which “costs no effort and can equally 
well be performed by society as a whole.” 

This to be sure is a peculiar kind of reward for “service”. 
In fact the only explanation of Jay’s use of the word “ser¬ 
vice” is that he wanted a form of words which while critical 
of capitalism, still suggested that the functions of the cap¬ 
italist class and the rewards for what they do, arc inevitable 
and necessary. He wanted a form of words which while seem¬ 
ing to criticise still protected the relations of production which 
exist under capitalism. This Jay and bourgeois theory generally 
does by presenting the capitalist relations of production as 
being necessary and inevitable under any form of society. 

This is why Jay lays so much store by his form of words. 
This is why he insists that they state an indisputable fact. 
This is why he repudiates the doctrine of surplus value which 
focuses attention on the relationships of exploitation, the 
worker-capitalist relationship that is specific to capitalism 
and will end once capitalism is really brought to its end. 

The Three Stages of Mr. Jay’s “Socialism.” 

Jay’s new brand of socialism is approached by three easy 
stages. The first is taxation of the incomes and inheritance of 
the rich so as to spend the proceeds on social services, the 
second is “a large extension of deliberate planning by way of 
taxes, subsidies, price control, utility production and so 
forth” (p. 261) and the third is nationalisation of some sectors 
of industry, finance and commerce. 
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The first step is the really ‘‘socialist” one, we are told. 

“We may regard it as a half-way house towards social¬ 
ism. Indeed, it is more than half way. For the utilization 
of unearned incomes to raise the standard of living 
of the poorer wage-earners must always remain the 
real heart of socialism. All those therefore who regard 
unregulated competition and prices as the supreme economic 
value should observe that they can support this essential 
instalment of socialism without abandoning their principles^ 
(p. 243, Jay’s emphasis.) 

Jay evidently agrees with those Tories who say that “we are 
all Socialists these days.” 

Of the second stage — an extension of planning — he says, 

“This system of deliberate planning, like the suppression 
of unearned incomes, could proceed gradually and would 
not dislocate the price mechanism or lead to monetary 
disequilibrium... Such a system can be conceived as 
working in an economy in which the actual productive 
units are managed by entrepreneurs working for ‘profit*, 
though the bulk of the dividends would naturally 
accrue to the State. Here, then, is a second logical 
stopping place ... and those who are disposed to go 
no further may at least perhaps be willing to come as 
far as this.’* (p. 261) 

As we shall show, the monopoly capitalists are quite willing 
to go “as far as this.” 

The third stage of “socialism” is public ownership and 
control. 
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Jay is 

“f(^rccd to the conclusion that public control and owner¬ 
ship is the only defensible solution over all those wide 
fields of industry where quasi-monopoly forces pre¬ 
dominate ... Beyond this it must be admitted that there 
is a very large class of industries to which nationaliza¬ 
tion would only be appropriate at a very late stage, if 
ever.” (p. 263). 

Keynesian Planning and Marxist Planning. 

This stage by stage advance to “socialism” which leaves 
in being capitalist production relations and the sway of the 
price-mechanism or market is in the first and second stages 
entirely Keynesian. Its claim even to momentary consideration 
as a feasible possibility hangs from Keynes' claim that in a 
capitalist society crisis and mass unemployment may be avoided 
without interference with the price mechanism and production 
for profit. 

“The most urgent task,” writes Jay concluding a thorough¬ 
ly Keynesian chapter on Employment Policy, 

“is to attempt some co-ordination of all the different 
instruments of employment policy; all the different 
measures, that is to say, of influencing the level of 
Total Effective Demand. We have to co-ordinate 
interest-rate policy, location policy, investment policy, 
public works policy, budget policy and foreign trade 
policy... If such a co-ordination can be achieved, 
if full employment is specifically adopted as the criterion 
of polityy and the control of effective demand as the aim^ 
the cure of the trade cycle and of unemployment may be brought 
within our reach (pp. 170—180 — Jay's emphasis) 
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The Keynesian type of policy, says Jay, “is not necessarily 
socialist; but it can only be adopted by a Government which 
abandons lahsKi-faire theory and undertakes wholeheartedly 
the deliberate planning of the nation’s economic life.” (p. 183) 
In all this there is no difference between Jay and the Keynes¬ 
ians. According to Jay, socialism does not mean the ending of 
the capitalist-worker relations of exploitation. It does not 
ft 7<»an changing productive relations and ending capitalist 
class rule: it means leaving all this unchanged apart from the 
imposition of taxes on the incomes and inheritances of the 
rich. “The redistribution of resources and incomes...” says 
Jay “must always be the central aim of socialist policy.” 
(p. 183) 

For Marxists socialist planning means linishing with the 
dominance of the capitalist market and production for proft, 
but not so for the “Keynesian socialists.” 

“The guiding principle on which to plan production 
and distribution,” writes Jay, “should be to rely on 
the ordinary pricing processes in neutral cases (and 
where monopoly forces are not too strong) and adjust 
its working wherever inequality or some other social 
need makes such adjustment necessary.” (p. 257) 

In plain words — the capitalist market will still control prices 
and the level of output. 

Profit-making also is to be preserved. 

“The profit to be made from undertaking to bear the 
risk involved in new ventures must for a long time 
be left to private entrepreneurs — though not to their 
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children. ^ For the imagination and initiative required 
to start a new venture are essentially the qualities which 
private enterprise is best fitted to show. Here is private 
enterprise at its best; and if it is allowed to operate at 
its best, it must be allowed in this sphere to make 
profits as well as losses.” (p. 194) 

The whole point about this “Keynesian Socialism” is 
it preserves the production relations of capitalism. Its claim to be 
socialistic rests solely on the use for social purposes of some of 
the surplus value, extracted under capitalist conditions of 
production, and taken in taxation by the State. 

This for propaganda purposes is described as redistribution 
of wealth by means of social services — ‘the social supplement 
to wages.’ Applied in practice, however, in a world of monopoly 
capitalism these theories come out looking very different. 
Much surplus value goes in taxation all right, but the main 
‘social service’ for which it goes is chosen by monopoly 
capitalism. It is war. 

Mr. Jay’s Case for Wage-freezing is a Case for Profits. 

The basis of Keynesian socialism is capitalist production 
relations — that is, capitalist exploitation, wage slavery. Its 
wages policy is made to match. It is the policy of the wage 
freeze. 

Jay’s theoretical justification of this policy is as follows: 

“The object of trade union pressure... is to secure 
the proper share due to labour under competitive 

^ Jay advocates heavy death-duties. “Taxation of inheritance must 
remain the crux of socialist policy, just as the case against inheritance is the 
core of the case for socialism.*’ (p. 222). “It is not the ownership of the 
means of production as such, but ownership of large inherited incomes, 
which ought to be eliminated.” (p. 195) 
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conditions . . . But trade union pressure cannot in 
the nature of things directly alter the legal context of 
the price process; nor can it alter the distribution with¬ 
in that process, beyond a certain point, without dislocat¬ 
ing its working. For the effect of trade union pressure is 
to increase the income of labour at the expense not so 
much of unearned incomes as of profits. It encroaches, 
that is to say, not normally on rent and interest, but on the 
remuneration for work and risk-bearing of the active entre¬ 
preneur, big and small alike.” (p. 198 — my italics) 

Is this not a clear defence of capitalist exploitation? 

The Keynesian social-democrats are very ready to advocate 
attacks on the rentier (though they are less ready to practice 
what they preach — as the huge compensation paid in the 
nationalised industries proves), but the capitalist sitting at the 
controls of industry is defended. In practice, despite some 
formal strictures by Jay on monopoly abuses, this amounts 
to defence of the big monopoly-capitalists who receive huge 
salaries for manoeuvring for their own ends great accumula¬ 
tions of their own and other peoples’ capital. 

Note also the workers are debarred from taking any action 
liable to dislocate the workings of capitalism. Is this not the 
theoretical basis of the line of Tewson, Deakin, Williamson, 
Lincoln Evans, the whole crowd of right-wing leaders who 
hold back the struggles of the workers? 

Jay, later declares himself against wage-raising in these 
terms: 


“The error underlying the preference for the wage¬ 
raising rather than the income-raising policy consists in its 
failure to see that the wage-raising policy works at 
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the expense of the essential clement of entrepreneur’s 
reward . . . The relation of wage rates to entrepreneur’s 
profits is an essential clement in preserving equilibrium 
throughout the non-sociali2ed part of the system... 
It does not matter to the entrepreneur deciding produc¬ 
tion whether his debenture interest is paid to a private 
individual or to the State. But it does matter to him if 
his profit margin is destroyed.” (p. 253) 

“Since the wage-raising policy may produce other 
unsettling effects (including unemployment.. .) the 
policy of supplementing rather than raising wages is 
undoubtedly to be preferred in the transition period” 
(p. 254)... 

“This general social strategy would at the same time 
leave largely unimpaired the relation between costs and 
profits.” (p, 255) 

Here then is the practical meaning of the new “socialism” 
built on Keynesian theory. It leaves capitalist production 
relations and the profit-motive intact. It advocates wage-freeze 
as a matter of principle. Nationalization even at Jay’s highest 
stage of socialism is limited and the nationalized industries in 
fact remain in the hands of capitalists. “Business ability is a 
specific quality and business organization a specific form, which 
are appropriate and necessary to the satisfactory management 
of a business,” and so nationalised industries must be organized 
as public corporations “managed by a board of business 
men.” (p. 266) 

It opposes all day-to-day struggles against capitalism. 
It preaches passivity to the workers. The lever of social change 
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is taxation. (“Taxation... is just as effective as violence or 
outright confiscation, and at the same time lacks their dis¬ 
advantages.” (p. 202) ) Patience becomes the only revolutionary 
virtue. 

Socialist Labels for Capitalist Contents, 

These new ‘‘socialist” doctrines of Jay, Durbin and the 
like have been liberally used as “apologetics” for the right-wing 
leaders who call themselves socialists but pursue capitalist 
policies. “The British socialist experiment is designed,” 
writes Francis Williams in T/je Triple Challenge (p. 105) 

“to produce an economic pattern in which only a 
portion of industry — although the basic portion — 
will be directly owned and controlled by the public, 
while the rest, although subject to social control, will 
be conducted by private enterprise in order to secure a 
partnership between individual initiative and social 
planning and satisfy the public desire for a wide range 
of choice and quality in what it buys.” 


Here Francis Williams describes as a “socialist experiment” 
an economy in which on his own admission the greater part 
remains under capitalist ownership and operation. Such a des¬ 
cription is completely out of line with the conception of 
socialism that used to be generally current in the movement. 
The “British experiment” can only be passed off as “socialism” 
by appealing to the authority of such as Douglas Jay, who 
in their turn, appeal to the Keynesian version of bourgeois 
economic theory in order to show how capitalism can be made 
to work so well that it ought to be called socialism. 
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Keynesian theory, though not usually labelled as such, is 
becoming more and more embedded in the official publications 
of the Labour Party. Capitalism is no longer presented as the 
cause of crisis. Production for profit, capitalist exploitation, 
the contradictions inherent in the capitalist system are all now 
forgotten when it comes to diagnosing the causes of unem¬ 
ployment. For example, the Labour Party Speakers* Hand¬ 
book for 1949-50 speaks of the causes of unemployment as 
if they were quite independent of the capitalist system and 
could be eliminated by a correct policy within an economic 
system that is still mainly capitalist production for profit. 
It finds “the main cause is underspending” and notes that 
“past depressions have been connected with a fall in spending 
on new industrial equipment.” (p. 4) The remedies proposed 
are 


“(i) Purchasing power and the supply of goods in the 
shops must be kept in step with one another. . . 

(2) Investment control and the publicly-owned Bank 
of England will be used to ensure that investment 
is in accordance with the nation's need and serves 
to maintain full employment. Steady development 
will thus supersede the boom and slump of unregu¬ 
lated private investment. 

(3) The Government will use publicly-owned industry 
as a weapon against unemployment.” (p.5) 


It is easy to recognise that this is a Keynesian analysis — in 
simplified terms — and that the remedies are Keynesian 
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(to the fuller criticism of which wc turn in the last chapter). 

Keynes and the Left Social-Democrats. 

Not all followers of the opportunist trend in the Labour 
Movement go so far as Jay in abandoning the old-time concep- 
tion of socialism. For these others a Keynesian cc^ntrol of 
capitalism is not the same thing as socialism; however the 
theories of Keynes play an important part in the shorter term 
policies recommended by such socialists. 

G. D. H. Cole, for example, who recognises “a growing 
tendency to confuse state economic planning with socialism, 
and thus to produce a diluted socialistic doctrine W'hich is 
little more than Keynesian Liberalism with frills*’ {Socialist 
Economics^ p. 7) still finds common ground with the Keynes¬ 
ians. 


“Keynes's new doctrines came as a powerful rein¬ 
forcement of what they [namely ‘socialist economists 
who were not full-blooded Marxists’] had been saying, 
and as a great relief to their minds, because they were 
now able to argue for State action with the grain of 
traditional economic theory and not against it as heretics 
and pariahs, foolish enough to be taken in by economic 
‘quacks*. Above all, the socialist economists in academic 
jobs, who had to spend their days teaching students the 
things that were needed for passing examinations, were 
immensely reassured and set to work happily to teach 
the new Keynesian economics with a sense that a bridge 
between the classical tradition and Socialism had been 
successfully built.” (Socialist Economics^ pp. 48—9) 

Cole found himself “trying to brake the enthusiasm” of 
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students who expected far too much from Keynes, but he 
nonetheless believes that Keynes has made a great advance “in 
the techniques of economic manipulation.” His final verdict 
is that 


“the Keynesian revolution in economic thought is 
to be welcomed and accepted by Socialists up to 
a point, but cannot be taken as a substitute for social¬ 
ism or for a socialist economic theory which goes a 

long way beyond it_Keynesian economics is a 

great advance on the latsse^^fatre - based economics 
that preceded it... Socialist economics can build on 
Keynes to a quite considerable extent.” (pp. 54-5) 

For Cole the shortcomings of Keynes are all a matter of 
degree. “Socialist economists can build on Keynes.” The 
bourgeois theories that underlie Keynes are not rejected. 
“Socialists” like Jay are not opposed by Cole because they 
advance capitalist interests and ideas from within the Labour 
Movement, because they strengthen capitalism and go against 
the working-class, but rather because they do not intend — 
although going in the right direction — to go far enough. 

Cole therefore believes that the Keynesians are advancing 
towards socialism. Thus in Cole the class character of Keynes¬ 
ian economics as a theory which tends to justify and preserve 
wage-slavery and capitalist exploitation is not attacked; and 
the formula in which his criticism is cast still leaves room for 
acceptance of the policy of the right-wing Labour leaders on 
all essential points. Keynesian theory in fact provides a bond of 
unity between all shades of political opinion which oppose 
determined working class struggle against capitalism. 
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Keynesian Theory suits Monopoly Capitalism. 

Those whom Keynesian theory unites are many — and not 
all socialists. There are Liberal Keynesians today, Conserva¬ 
tive Keynesians, Democratic and Republican Keynesians, 
Socialist-Radical Keynesians and so forth. In academic circles 
Keynesian economics take a leading place; official memoranda 
of the civil service in France, Britain or America all bristle 
with Keynesian jargon. 

All this is not a mere accident of fashion. It is a symptom 
of something far more profound, namely that Keynesian 
theor}' is in harmony with the dominant interests of monopoly 
capitalism. Wherever, therefore, monopoly capitalism is strong, 
Keynesian theory tends to be in vogue. Wliatevcr Keynesians 
may think of themselves, the fact of the matter is that Keynes¬ 
ian theory flourishes because it reflects the current ideology 
of the ruling class. 

In what ways does Keynesian theory harmonise particularly 
with the interests of monopoly capitalism? 

In the period of monopoly capitalism the ruling element 
within the capitalist class is a clique of banker-industrialists, 
what I-rcnin termed the “finance oligarchy.” This clique of 
monopoly capitalists between them control the key sectors of 
finance and industry and are able to control the State machine. 

In the period of monopoly capitalism, the capitalist State 
no longer “holds the ring” for the capitalist class as a whole, 
but is subordinated to the most powerful sections of the capital¬ 
ist class, namely, the monopoly capitalists, who seek to use 
the state to advance their own economic interests. 

This section of the capitalists no longer opposes State- 
interference in the economic sphere, but on the contrary, is 
continually requiring the State to take action on its behalf, 
to salvage its profits, to protect its “spheres of influence,” 
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etc. etc. The State has, for example, been required on behalf of 
the monopolies to establish political domination of colonial 
and other subject nations, to conduct war against imperialist 
rivals, to use tariffs and financial discrimination, to secure 
closed markets, to subsidise industries, to help in bringing 
them under monopoly control. 

Already in 1917, Lenin wrote in his preface to the First 
Edition of State and '^evolution 


“The imperialist war has greatly accelerated and inten¬ 
sified the process of transformation of monopoly 
capitalism intr) State-monopoly capitalism. The mon¬ 
strous oppression of the masses of the toilers by the 
State — which is becoming merged more and more 
with the all powerful capitalist combines — is becom¬ 
ing ever more monstrous.” 


In the period of imperialism the idd laisse^faire economics 
argued against tariffs, against State control, against managed 
currencies, at a time when substantial sections of the monopoly 
capitalists were advocating and practising such measures. 
Keynesian theory, by contrast, defended such measures of 
interference. For example, Keynesian theory has throughout 
paid close attention to the role of the financial and banking 
institutions (in which the power of the greatest monopoly 
capitalists is so largely concentrated) in the control of the 
economic activities of the community generally. It both 
learnt from and, in some measure, instructed the developing 
policies of the monopoly capitalists who as the general crisis 
of capitalism deepened more and more had recourse to financial 
manipulations to advance their ends. 
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It was also a special virtue of the Keynesian economics 
that it found arguments which could be used to support the 
policies of the monopoly capitalists, and at the same time 
defended production for profit and capitalist production 
relations. The old defence of exploitation which had relied 
on ‘the natural laws of the economic order’ as refurbished by 
Keynes, met the needs of State monopoly capitalism. 

Can Keynesian Theory be Progressive? 

Keynesian economics has, of course, tended to develop a 
number of forms, some openly capitalist, openly in favour of 
big business, others ostensibly progressive and “socialist”; 
however, within the framework of monopoly capitalism these 
different forms of Keynesian theory turn out to be only 
different ways of presenting the policy of monopoly capitalism 
under different political circumstances. 

How about the Keynesians, it may be asked, who are sin¬ 
cerely anti-capitalist? Because Keynesian theory seems to 
point a way to doing something about the horrors of capita¬ 
lism, it is to be expected that some sincere progressive-minded 
people will try to make Keynesian theory a vehicle for their 
progressive ideas. In fighting against capitalism there is 
every reason for collaboration and co-operation between 
Marxists and such people, not, however, because they are 
Keynesians, but because they are progressive and prepared 
to fight against capitalism. It would, at the same time, be 
fatally wrong and damaging to the interests of the working 
class if Marxists allowed themselves to be deterred by regard 
for such people from painting the Keynesian theory in its 
true colours. 

The dangers of Keynesian theory arc two-fold; first, it can 
be used to disguise as an advance to socialism what is in fact 
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nothing of the sort; in this way it ‘justifies* the narrow dass 
interests of the finance oligarchy and presents them as if they 
served the public interest. Secondly, it provides the theoretical 
apparatus in which the policies of imperialism are fashioned. 

The seemingly progressive aspects of the Keynesian doctrine 
(social service expenditure, public works schemes, progressive 
taxation) are altogether outweighed by the anti-working class 
character of the underlying theory. This is best seen when the 
theory is considered not abstractly but in the setting of the 
world to-day. In this real capitalist world public works turn 
into munitions, progressive taxation into mass taxation, and 
few progressive measures remain. 

Keynes as the Bible of “Middle-Way Socialism.** 

So it is that Keynes becomes the bible of the “socialists 
of the middle way”. I le is the perfect cover for social democracy; 
he gives them the patter with which to disguise their deception 
of the people. He enables them to talk of planning without 
touching capitalism, and on the basis of a nationalised Bank 
of England, some public works, the basic services nationalised, 
a few controls and a high rate of income tax, to pronounce 
that they arc building socialism, which it is up to the worker to 
defend by accepting wage cuts. 

Keynesian Ministers crowd Whitehall; Keynesian claptrap 
— whether the workers recognise it as such or no — is drum¬ 
med into the Labour movement by every device that propa¬ 
ganda knows, and a “Socialist” Government makes a shameful 
pretence at having kept faith with the great traditions of the 
Labour Movement under cover of Keynesian arguments! 

So much for Keynesian theory as a means of deception. 
As a more positive instrument it provides the monopoly 
capitalists with theoretical techniques and justifications for 
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using the State machine to advance their interests. Keynes 
advocates manipulation of the price level which enables the 
capitalist class to attack overall standards by such means as 
devaluation. Keynes exalts the “active” capitalist, and this in 
practice amounts to a justification of the various means by which 
the monopoly capitalists bring other people’s capital under 
their control and retain for their own disposal the lion’s share 
of the profit. The measures of central financial control advocated 
by Keynes suit the finance oligarchy well. In short, Keynesian 
theory serves as camouflage and provides great opportunities 
for team work between the monopoly capitalists and the right- 
wing leaders within the Labour movement. 


How Social-Democrats use False Theories of the State. 

Thus “socialism” of the social democratic variety passes 
over into, imperceptibly becomes the very opposite of what 
socialism means to the worker. This transformation is made 
possible because social democracy bases its policy upon 
incorrect doctrine on the nature of the State. 

Jay, following those reformist socialists who have long 
sought to indentify any form of State action with socialism, 
says (in a passage already quoted), 

“The real issue is thus between laissez-faire on the one 
hand and on the other collective control by the demo¬ 
cratic State. Wherever any section of the economic 
life of a modern industrial nation has become important 
enough to require for the sake of efficiency central 
organization or control, the proper system is that which 
civilised societies have long accepted in the case of the 
armed forces, the police, the currency, the law courts, 
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and numerous other public services. That system is 
control by a suitably organised central authority. 
{Socialist Case^ Introduction p. xiv). 

Here is another example of the same line of argument from 
Dalton’s 'Practical Socialism for Britain: 

“Socialism is a quantitative thing. It is a question, 
not of all or nothing, but of less or more. Doctrinaires 
on both sides of the controversy are apt to go wrong 
here. Broadly, we may measure the degree in which any 
particular community is socialist by the relative extent 
of the ‘socialised sector* and of the ‘private sector* in its 
economic life. Within the socialised sector public owner¬ 
ship and control in some form are present, and private 
profit-making is absent. There is no civilised community 
which has no socialised sector in this sense, no nucleus 
of a planned public economy. All have a system of 
public finance and some public services — including 
law, police, civil administration and some armed forces 
as an irreducible minimum. In this country at the present 
time (i.e. 1936—J.E.), we have in excess of this minim¬ 
um, many public services — notably public education 
and health — considerable public property and a num¬ 
ber of other public enterprises, both within the range of 
national and of municipal government. But relatively 
to many other countries, our socialised sector is narrow. 
Its rapid extension is one of the principal objects of the 
Labour Party.** 

Dalton “goes wrong’* in that socialism is not a question 
of less or more but rather, if one must put the matter this 
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way at all, a question of all or nothing. The reason for this 
is simple. State power must either be in the hands of one class 
or the other — either the working class or the capitalist class. 
A Labour Government under w^hich all key posts in the forces, 
the law% the press, the civil and foreign services, finance and 
industry remain in the hands of the capitalist class and its 
loyal adherents, does not equal socialism. It remains inevitably 
capitalism, whether less or more industry is under State control, 
and it remains capitalism — inevitably — because State power, 
control of the State apparatus, in in capitalist hands. 

Bourgeois theory disguises the true nature of the capitalist 
State. It makes the pretence that the State is above classes. 
Yet have not three centuries of history demonstrated that the 
State is the instrument by which the propertied and capitalist 
classes have forcibly protected their interests.^ Moreover today 
it is a few score of wealthy finance capitalists — the finance 
oligarchy — that now exercises the decisive influence within 
the capitalist class. When the State interferes in the economic 
sphere, it will do so, one may be sure, in a way that suits the 
finance oligarchy well enough; for where there is monopoly 
capitalism who else but the finance oligarchy can control 
the State? They command the wealth, they command the pro¬ 
paganda, they command finance, they command industry, 
they command the State. 

Socialism is the opposite of capitalism, as capitalism was 
the opposite of feudalism. The mark of the victory of capitalism 
was the breaking of the State power of feudalism, (in England 
by the Cromwellian Revolution in the 17th century). The mark 
of the beginning of socialism in Britain will be the breaking of 
capitalist State power. 

The dividing line between socialism and capitalism is neces¬ 
sarily sharp. A planned socialist economy cannot exist within 
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and as a part of a capitalist economy. The transition from 
capitalism to socialism must necessarily be one of comparative 
rapidity. While the State remains in capitalist hands, State 
power is ruthlessly used to protect the interests of the monopoly 
capitalists and against the workers and the oppressed colonial 
peoples. Until that power is broken the building of socialism 
cannot begin. Moreover, without State power in the hands of 
the workers, how could the means of production be taken 
out of the hands of the capitalist class? How could public 
property be protected? And — even supposing that partial or 
formal surrender of private ownership were made — how 
w^ould it be possible without a workers’ State machinery to 
prevent encroachments and infiltrations by the capitalists 
back into control? 

Without State power firmly in the hands of the working 
class, socialism is unthinkable, because unless this is so there 
is no means of doing away with and preventing the reappear¬ 
ance of capitalist production relations. It is this that makes it 
an “all or nothing” question. 

Within a capitalist society policies are more socialist or less 
socialist according only as they tend to strengthen or weaken 
the working class in relation to the capitalist class. This is the 
reality; but the social democrats, the Daltons and Jays, say 
that policies are more or less socialist according as they tend 
to bring more or less activities within the control of the State. 
When the State is a monopoly capitalist State, their argument 
becomes the opposite of the truth; for an extension of State 
activities controlled by the capitalists, that is, an extension 
of State monopoly capitalism, tends to strengthen the most 
powerful and reactionary sections of the capitalist class. 



So 


MARX AGAINST KKYNBS. 


“Middle-way Socialism” in Practice. 

All this was, of course, true before the Keynesian arguments 
“justifying” measures of State interference had been evolved. 
The logic of it was demonstrated with tragic clearness in 
the history of Germany between the wars. “Socialism” oi 
the social democratic variety there turned out to be monopoly 
capitalism in disguise; it weakened and disorganised the work¬ 
ing-class and prepared the ground for fascism. The economic 
essentials of the situation are fairly enough summarised (by 
authors who are far from being Marxists) as follows: 

“In the immediate post-armistice period, defeated 
Germany indulged in a brief flirtation with a comprehen¬ 
sive programme of social control of industry. The lea¬ 
ders of the German Republic advocated ‘socialized 
industry’ and the Government actually organised Zwang- 
syndikaten (compulsory cartels) in three basic industries. 
In the electrical industry the State implemented its 
‘socialisation’ programme in a different way by large- 
scale investment of public funds in super power systems 
and generating facilities, though it did not completely 
carry through the most ambitious scheme of all — the 
Rhine-Elbe Union, fathered by Hugo Stinnes (one 
of the leading monopoly-capitalists—J.E.) 

“The Coal Act nominally provided for national control 
of the industry through the Imperial Coal Council, 
on which consumers and the miners were represented, 
but in practice the coal magnates themselves made the 
actual decisions on output, market distribution and 
prices. (Author’s footnote: The chairman and founder 
of the compulsory cartel was Emil Kirdof, who was a 
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coal operator and member of the Gelsenkirchener Group. 
Other members of the executive committee included 
representatives of the Krupp, the Harpenen, the Mann- 
esmann, the Stinnes, the Thyssen, and the Gutchoff- 
nungshutte concerns). 

“The most marked characteristic of the industrial 
transformation in this period was the development of 
stupendous combination schemes, outstanding exam¬ 
ples of which were those engineered by Hugo Stinnes 
and Fritz Thyssen. 

“The cartel decree of November 9, 1923, was a gesture 
toward placating these private monopolies under 
public regulation ... After stabilisation of the mark in 
1924, German industry, taking advantage of the con¬ 
current relief afforded Germany from the reparations 
burden, undertook a thoroughgoing ‘rationalisation’ 
and cartelization programme.. . With the aid of the 
big banks and under their spur, German businessmen 
formed many of the giant combines in these years which 
later played a vital role in the direction of the German 
economy and in the evolution of the totalitarian State. 

“After the Nazis seized power in 1935, with the help 
of the industrial hierarchy, a few new names appeared 
amongst the industrial Herrenvolk (master race)... 
The Nazi regime did not impair the functioning of 
this centralised industrial hierarchy. Indeed to implement 
the decrees of the totalitarian State, the Nazis employed 
agencies similar to those that the Weimar Republic 
had used in re-establishing Germany as a great industrial 
power after its eclipse in 1918. 
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“With typical German thoroughness, the Nazis divided 
the German economy into eight national groups 
(Gruppen),each having a coterie of subordinate ‘econom¬ 
ic groups* representing particular branches of indus¬ 
try. But these groups were, in many cases, not more than 
new names for old organizations ... Under the Nazis 
the more things changed the more they remained the 
same... With few exceptions, the compact clique of 
businessman directing the principal combines and cartels 
before the Nazi regime continued to manage them and 
to formulate production and price policies for implem¬ 
enting the general directives of governmental minis¬ 
tries ... 

“Those who occupied the scats of power in Germany’s 
highly unified industrial system had a strong incentive to 
extend their influence abroad through the promotion of 
international cartels. For in this they could not only fortify 
and enlarge their economic power, but also ingratiate 
themselves with the Nazi geopoliticians. Infiltrating 
democratic countries, they imposed cartel restrictions 
on investment, output and employment. These res¬ 
trictions helped, whether so designed or not, to soften 
up the democratic countries for diplomatic strokes 
like Munich, and even for military conquest.” 

{Cartels or Competitition by 

Stocking & Watkins, pp. 

46—51 twentieth Century 

¥undy New York). 


Social democracy, fascism, war — that is the story of State 
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monopoly capitalism in Germany. One can only say that “they 
know not what they do*’ when a group of “left Keynesians” 
from Oxford conclude their book on the Economics of Full 
Emplojment (Basil Blackwell, 1945) with a chapter on “An 
Experiment in Full Employment” citing Nazi Germany as an 
example of their theories put into practice. 

“The system of controls,” they write, “left intact in 
Germany such essential ingredients of our present 
system as titles to property, free choice of occupation, 
the profit motive and private initiative.” (p. 182). 

They consider this “experiment” worth studying, for 

“to reject the political ideology and methods of the 
Nazis need not, however, prevent us using the German 
experience to throw light on certain technical problems 
which arise in full employment. Suppose that State 
investment had been in projects serving civil needs 
rather than in military establishments.” (p. 181) 

Suppose that monopoly capitalism were a sucking dove, 
then for sure the feathers on its breast would be downy and 
soft! No, you cannot have the economics of monopoly 
capitalism and the objectives of socialism since the economic 
motives that drive on monopoly capitalists to “fortify and 
enlarge their economic power” (as the American authors 
quoted above put it) carry along the whole economic and polit¬ 
ical system and determine the character and use of State 
powers. Matters cannot be otherwise so long as the economic 
foundation is monopoly capitalism. 

The theories of Keynes may in the realm of ideas paint 
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monopoly capitalism in colours more beautiful than the 
reality but in practice the Keynesian doctrines never have and 
never will be carried to their logical conclusion except in the 
adaptation of a capitalist economy to the purposes of the 
monopoly capitalists, and in particular, to war. 



CHAPTER IV. 


WHY KEYNES IS WRONG 

“Vulgar economy really does nothing else,” writes 
Marx, “but to interpret in doctrinaire fashion the ideas 
of persons entrapped in capitalist conditions of pro¬ 
duction and performing the function of agents in 
such production, to systematize and defend these 
ideas ... So long as the ordinary brain accepts these 
conditions, vulgar economy is satisfied. But all science 
would be superfluous, if the appearance, the form and 
the nature of things w^erc wholly identical.” [Capital^ 
Vol. HI, p. 951). 

Elsewhere he speaks of vulgar economy seeking “plausible 
explanations of the most obtrusive phenomena for bourgeois 
daily use.” [Capital^ Vol. I, p. 53). 

Keynesian economics might be described as the “vulgar 
economy” of monopoly capitalism in crisis and decay. Keynes 
attempted to “systematize and defend” the ideas of the business 
executive and the state official confronted with the problems 
of financial and economic controls, mass unemployment, war 
production, all the problems with which monopoly capitalism 
is faced in the period of the general crisis of capitalism. 

He attempted to provide more plausible explanations for 
the “most obtrusive phenomena” of mass unemployment and 
economic intervention by the State. But his analysis was no 
more scientific than that of the bourgeois economists who 


^ He had himself been both, and knew from personal experience where 
the old bourgeois theory fell short of the new requirements. 
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preceded him; it retained their superficiality; like them it failed 

to probe the economic processes and relationships that lie below 

the surface appearances. 

Keynes and Exploitation. 

“It may be well to insist,” writes a leading Keynesian, 

“that Keynes was essentially a defender of capitalism. 
Only the stupidity of those whom he supports can 
account for any other interpretation... And above 
all, Keynes would not remove the foundations of 
capitalism: free choice, the driving force of the quest 
for profits, the allocation of resources in response to the 
price incentive. ”(S. E. Harris in 'Economicspp. 5-6). 

Keynes himself said 

“If I am going to pursue sectional interests at all, I 
shall pursue my own. When it comes to the class 
stuggle as such my local and personal patriotisms, like 
those of everyone else, except certain unpleasant 
jealous ones, are attached to my surroundings. I can be 
influenced by what seems to me to be justice or good 
sense but the class war will find me on the side of the 
educated bourgeoisie.” (Essays in Persuasion^ i93i)' 

Keynes believed in capitalism, and he used the traditional 
bourgeois defence of capitalist exploitation (which he described 
as “accepted classical theory.”) His differences of opinion 
did not relate to the bourgeois theory in so far as it disguised 
production for profit and exploitation. They related rather 
to the means by which the most favourable conditions for the 
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continuance of capitalist exploitation could be maintained. 

“Our criticism,” he writes, “of the accepted classical 
theory of economics has consisted not so much in 
finding logical flaws in its analysis as in pointing out 
that its tacit assumptions are seldom or never satisfied, 
with the result that it cannot solve the economic pro¬ 
blems of the actual world. But if our central controls 
succeed in establishing an aggregate volume of output 
corresponding to full employment as nearly as is 
practicable, the classical theory comes into its own 
again from this point onwards. If we suppose the 
volume of output to be given, i.e. to be determined 
by forces outside the classical scheme of thought, then 
there is no objection to be raised against the classical 
analysis of the manner in which private self-interest 
will determine what in particular is produced, in which 
proportions the factors of production will be combined 
to produce it, and how the value of the final product 
will be distributed between them.” {General Theory^ 
pp. 578—9)- 

He then proceeds to defend his own proposals “as the only 
practicable means of avoiding the destruction of the existing 
economic forms in their entirety.” (p. 580). 

Keynes’ “existing economic forms” are, of course, capitalist 
production relations and there can therefore be no doubt at all 
fbaf capitalist production for profit is a central feature of the Keynes¬ 
ian system. 

Crisis Inherent in Profit System. 

Keynes in effect argues that there is no necessary connection 
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between production for profit and economic crisis. The Marxist 
standpoint by contrast is that economic crisis is inseparably 
bound up with the profit system. 

The basic cause of crisis is that the personal incomes received 
by the masses of the people are continually being reduced 
relatively to the expansion of production capacity which takes 
place in the course of every boom. 'This contradiction between 
productive capacity and purchasing power is inherent in the capitalist 
mode of production {Keynes* ^^existing economic forms**) It is in¬ 
herent in production for profit which drives each capitalist to cut 
down wages in order to reduce costs and to accumulate reserves out of 
profits in order to increase his competitive strength and power to 
fight his rivals. 

In the boom phase the contradiction is masked until it 
works itself out through the period of time that must elapse 
between the first steps to expand capacity and the later stage 
when increased supplies of consumers’ goods begin to be 
poured out from the factories. 

In the boom phase, the industrial capitalist with the aid of 
credit is continually expanding his scale of production; he turns 
over a larger capital and tries to expand it as rapidly as possible 
using credit to enable him to throw more capital into use than 
is actually coming back to him from the sale of his goods. 

Prosperity and the hopes it brings of profit make the capi¬ 
talist anxious to deploy a bigger capital and he borrows where 
he can to enlarge it as well as using as new capital as much as 
possible of the profits he makes on his sales. 

In the slump, everything is reversed. All hesitate to risk the 
money they are lucky enough to get back from the sale of 
their goods, the banks cut off credit, and the level at which 
capital is turning over drops sharply and, of course, with it the 
paying out of wages — and dividends. 
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Even in the period of capitalism’s most rapid and extensive 
expansion in the 19th century, it developed not smoothly 
but through a series of booms which turned always into 
crisis and depression. With the full development of capitalism 
— in depth and extension — in every part of the world, and 
when out of competitive industrial capitalism capitalism had 
entered into its monopoly stage, the contradictions in the 
whole system became far more acute. The struggle for markets, 
fields for investment and spheres of influence led to armed 
conflict between the great capitalist powers in the course of 
which one of their number was overthrown and the first 
Socialist State was established. 

From this point the whole political and economic life of 
the capitalist world became profoundly disorganised. Capitalism 
was no longer the sole world system. In the colonies great 
liberation movements developed. In the capitalist countries 
the revolt of the workers developed on a hitherto unknown 
scale. The whole structure of the capitalist world had changed. 
Everywhere idle capacity. Everywhere chronic mass unem¬ 
ployment — not disappearing in booms but terribly accentuated 
in slumps. Such was the general crisis of the caitalist system, 
in the course of which Keynes lived and wrote. 

The great “discovery” of Keynes really amounts to no 
more than the observation that the general crisis of capitalism 
would be more tolerable if capitalism could be induced to 
remain in the boom phase, coupled with the observation that 
in this phase the fact that consumption cannot absorb the 
total output of industry is compensated by investment expendi¬ 
ture. 

He argues, in effect, that if investment expenditure went 
on and on, then employment and profits could be kept up. 
If booms never ended, who could deny that there would be no 
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slumps? But, alas, within the production relations of capital¬ 
ism, the investment expenditure is not for its own sake, not 
for the sake of producing goods to meet men’s needs, but for 
profit. But the realisation of profit implies ultimately the 
production of more consumption goods and their sale to final 
consumers. 

If the capitalist is to get back the capital he has expended 
productively plus the surplus value that has been produced, 
the values embodied in his commodities must be realised^ 
he must find a market. In the investment boom one capitalist 
buys from another and all goes merrily. But w'hat is the end 
of it? As the boom proceeds, more plant and equipment is 
installed, great stocks of raw materials are piled up, the 
productive forces arc greatly expanded. 

The question is how long can this expansion go on. So 
long, one may answer, as the values embodied in the plant and 
in the raw materials may be realised; and this in its turn depends 
upon the ability of the purchaser of the raw materials and the 
user of the plant to sell his product. There is a chain of inter¬ 
mediate markets, ending in the ultimate market, the final 
consumer. But it is the masses of the people, (exploited and 
underpaid so that the big capitalists may make their big profits) 
who constitute the bulk of the consumers. 

The very process that expands the means of supplying these 
ultimate consumers restricts their share in the products. Whilst 
the wave of increased production is working its way through 
the preliminary stages of production, the boom sustains itself. 
But the boom portends a spate of products finally destined 
for consumption. Then “over-production” breaks itself 
against the restricted purchasing power of the masses. Since 
this is so the investment boom contains within itself the seed of 
slump. Keynes’ remedy is in reality the source of infection; 
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even if it could be applied it would simply reproduce the 
original disease in more acute form 

Capitalism is a system of production for profit. Production 
is only expanded with the object of adding to surplus value 
(that is, values produced over and above the values paid out 
to the workers). Keynes points to the gap there is between 
the goods for which there is “Effective Demand” and the goods 
that would be produced with full employment. Step up the 
“Effective Demand,” he says, and you will have full employ¬ 
ment. But the “Effective Demand” always depends in the 
end and in the main on the purchasing power of the mass 
of the workers whose purchasing power must be kept down in 
order that the capitalist profits may be kept up. 

Capitalists’ demand for means of production, the Keynes¬ 
ian may say, is also, “Effective Demand.” That is so; but the 
capitalist only buys means of production in order to supply a 
market which — however long the chain of the markets in 
between — always depends ultimately on the consumers’ mar¬ 
ket, and therefore very largely on workers’ wages. 

If the gap is to be filled by public expenditure by the State, 
again the gap reappears, because production remains production 
for profit. Moreover the cost of what the State buys comes ulti¬ 
mately from squeezing the masses of the people (either by 
taxation or rising prices that result from deficit financing). 
What it gives with one hand, it takes with the other. 

In a system of which profit is the motive power, there must 
always be the “profit gap”. This is the “gap” that is the 
root of crisis. The Keynesians, try how they may, cannot keep 
profit as the regulator and motive of production and remove it 
as the “gap” that restricts “Effective Demand.” 

By contrast, Marxist theory shows that crises are not due 
to a misunderstanding by the capitalists about how their 
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system works, neither are they due to certain superficial 
disharmonies which can be regulated by the timely interven¬ 
tion of the capitalist State. They arc rooted in the very struc¬ 
ture of the capitalist system itself. 

Keynes and the Turnover of Capital. 

When Keynesians speak of the more advanced intellectual 
tools with which they equipped economic science and at the 
same time make slighting references to the obsolete and awk¬ 
ward methods used by Marx, one cannot help smiling. For 
did not Marx in his analysis of the turnover of the social 
capital in Volume Two of Capital deal in a profoundly scien¬ 
tific manner with the relationship between the component 
parts of the national income? And is it not in analysis of this 
type, namely consideration of the economic processes of 
society viewed as one whole, that the Keynesians claim to 
have made the biggest advances in economic technique? 

In fact, the superficiality of the Keynesian analysis contrasts 
sharply with the depth and penetration of the Marxist analysis. 
Where, in particular, is the difference between the two types 
of analysis? Fundamentally it derives from the failure of the 
Keynesians to understand the nature of capital. 

The Keynesian analysis speaks in terms of aggregates of 
incomes, aggregates of consumption expenditure, aggregates 
of savings and aggregates of investment expenditure and seeks 
to show the relationship between these four aggregates. 
Marx makes the turnover of capital the basis of his analysis. 
This the Keynesians are unable to do because they have no 
scientific understanding of what capital is. They accept “vulgar 
economy’s” superficial conception of capital as a collection of 
assets that yield an income. They do not go below the surface 
and unearth the process in which capital’s inner nature, as 
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a means of extracting surplus value becomes clear. (The Marxist 
definition of capital is more fully explained in Ch. V. of 
Political Economy; a Marxist Textbook). 

Marx analysed in great detail how capital, as a sum of 
values which embodies capitalist ownership and the means of 
capitalist exploitation, must “to keep alive” continually turn 
over; it must pass from the form of money into the form of com¬ 
modities used in production (raw materials, machinery, etc.) 
which as a consequence of the production process become 
new commodities embodying surplus-value, which in their 
turn must be transformed back into the money form. He 
analyses also (in Volume II of Capital) the conditions under 
which capital engaged in production of means of production 
and in production of means of consumption provide markets for 
one another’s product. 

If the examination of capitalism is approached in this 
Marxist way, it is readily seen that the total paid out in wages 
depends upon the scale on which capital is turned over in 
the production process. If more capital is engaged, if more 
money is transformed from money form into commodities 
required for production, more will, normally, be paid in 
wages. 

Other forms of income will be paid out of the surplus 
value created in the production process. All forms of income, 
however, in a capitalist society derive from the turnover of 
capital. On the scale on which capital turns over, depends the 
level of economic activity and the incomes paid out to differ¬ 
ent classes. 

Crisis is, in fact, nothing else but a break in the turnover of 
capital. 

The turnover of capital is the fundamental thing from which 
all else derives. The laws governing the turnover of capital 
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are the fundamental laws of economic science. It was no 
accident that Marx called bis life’s work Capital, However, 
this — the real key to the questions he sets out to answer 
— docs not appear in Keynes’ analysis. 

Crises Caused by Contradictions in Capitalist Mode of 
Production. 

Crises result from the contradiction between the social 
character of production on the one hand, and capitalist appro¬ 
priation on the other. Production is social — that is, all the 
members of a capitalist society depend economically on one 
another. 

The work of many industries goes into the finished com¬ 
modities of capitalist society, whether these be consumers’ 
goods — food and clothing, etc., or capital goods — machinery 
and materials. The commonest articles that are bought and 
sold embody the products of many different hands and many 
different lands. All arc linked economically to all. 

Production, however, is not planned to meet social needs; 
its motive is profits for capitalists, its regulator the “anarchy” 
of the market. The capitalist owns the means of production and 
the products which they are used to produce. The capitalist 
appropriates these products and seeks to sell them at a profit, to 
turn the surplus value embodied in the products into money. 

Capitalist appropriation, however, simultaneously gives 
rise to contradictory tendencies, the cutting-down of wages 
(to increase profits) which limits and restricts the purchasing 
power of the masses of the wage-earners and the expansion 
of the forces of production (likewise with the object of getting 
more profits). 

Thus the contradiction between social production and the 
capitalist appropriation of the product causes crisis. Crisis is. 
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therefore, inseparably connected with the capitalist mode of 
production. 

The reason, therefore, for the turn from boom to slump 
is not some easily removable lack of balance between supply 
and demand. It is the contradiction inherent in the boom from 
its start and causing the boom eventually to turn into its oppos¬ 
ite — slump. 

Likewise the general crisis is not due to “errors” of capital¬ 
ist policy, but is the product of economic forces inseparable 
from capitalism itself. The expansion of investment means an 
enlargement of productive capacity, and the relative restriction 
of wages that goes with it is nothing but the limitation of the 
purchasing power available to buy the output of the enlarged 
capacity. Moreover, the wars and revolutions that twist and 
distort capitalism in its present period of general crisis them¬ 
selves result ultimately from the conflicts which the contradic¬ 
tions of capitalism create. 

Crisis does not make itself felt equally at all times, but is 
eased during periods of re-equipment and enlargement of 
capacity when new factories arc being built, new machines 
are being installed, semi-manufactured goods arc being worked 
up into final products and so forth. 

After each slump the capitalists who survive will with a 
greater or less degree of boldness, strike out anew as soon 
as there are signs of the glutted markets returning to more 
profitable conditions. However, in due course the markets 
again become glutted and one capitalist after another finds 
that there is no market for his enlarged output. 

How can it then be profitable to go on investing on the 
old scale? Though three or four years ago it was profitable 
for the capitalists to invest “for all they were worth” — and a 
bit more; now the “profit motive” will say “Stop”. The profit 
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motive “takes them up” and it is the self-same profit motive 
that “throws them down.” 

The contradiction is inherent from the start in production 
for profit, but at first below' the surface. After a time it must 
come to the surface. Then boom turns into slump and the 
recovery from the slump reproduces the same contradictions 
in a more acute form. One capitalist can escape only at an¬ 
other’s expense. But all this, says Keynes, can be done away with 
w'ithout touching the profit-system itself by an “enlargement 
of the functions of government” with the object of “adjusting 
to one another the propensity to consume and the inducement 
to invest.” (p. 380) 

VCTiat ansvrer has Keynes to the Marxist arguments? 

The answer that the urbane Keynes himself gives is abuse, 
not argument. Capital for him was “an obsolete economic 
textbook.., not only scientifically erroneous but without 
interest or application for the modern world.” (Essay in 
Persuasion, p. 300). 

In fact, Keynes neglected the simple but fundamental 
matter of the contradictions inherent in production for profit, 
because he — in common with all bourgeois economists — 
never delved deep enough below the surface appearances to 
lay bare the capitalist-worker relationship, that is the relation¬ 
ship of exploitation by which the capitalist extracts surplus 
value from the employment of wage labour. 

Keynes Neglects the Antagonisms within Capitalism. 

For Keynes the problem is not one of class relations but 
of equations. For him, incomes and expenditure inevitably 
equate with one another, but may do so in such a way as to 
cause economic activity to be low, because low expenditure on 
consumption goods (the result, as Keynes would put it, of a 
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low,, propensity to consume*’) is not made good by corres¬ 
pondingly higher expenditure on investment goods (the result, 
in Keynes’ terms, of an inadequate “inducement to invest”.) 

This superficial equation draws no distinctions as regards the 
economic significance of investment expenditure and con¬ 
sumption expenditure nor as regards the different forms of 
income. 

For Keynes, incomes may be wages, salaries, interest on 
investments, “entrepreneur’s” income (that is, the capitalist 
managers’ income): for him they are just incomes, figures to 
add into one side of the equation. The only difference he notes 
is the tendency of those with big incomes to save more than 
those with small. The antagonistic character of wages and 
profits is passed by without notice — and yet this is the essence 
of w^hat Keynes calls “the existing economic forms”, namely, 
the capitalist system. 

For the Keynesians, the attitude of the capitalist towards 
profits is assumed to be altogether passive. The capitalist cal¬ 
culates that, given this, that and the other circumstance, he 
will make such and such a profit. If all the calculations show that 
such and such an operation will not yield a profit, then it will 
not be undertaken. The capitalist is a passive agent patiently 
reacting to the readings on the dials that tell him what course 
he should steer. 

“The Keynesian economic system is essentially a 
machine which grinds out results according to where 
the several dials controlling the system are set... 
The setting of the dials is taken care of by the banking 
system, the government, the psychology of consumers, 
the attitude of investors, the achievements of the techno¬ 
logists, etc. Is it correct to blame the machine if the 



98 


MARX AGAINST KEYNES 


dials are consistently set at pessimistic levels? If the 
machine is a true model of the way the system of the 
real world behaves, then we arc not justified in criticis¬ 
ing the machine because other factors set the dials at 
particular levels.” (L.R. Klein, TJje Keynesian Ket'olution^ 
P- 15 5 )- 

So writes a leading American Keynesian. Some enthusiasts 
at the London School of Economics have even gone to the 
lengths of building an hydraulically operated model of a 
machine demonstrating the Keynesian system. 

But is this not all incomparable nonsense? The capitalists 
do not sit back and watch dials. They light actively with all 
the cunning and force at their command to go out and get 
profits for themselves. 

Collectively they fight to hold down the workers* wages 
to the lowest minimum. Individually each grouping of capi¬ 
talists is out for its own profits at the expense of any other’s 
and within each grouping each capitalist magnate is actively 
fighting all the time to increase his wealth and power at the 
expense of his rivals. 

This is the realit5\ It is this fight for profits that underlies 
the whole movement of capitalism. 

Wages and profits are not as the Keynesians would have 
us believe, just two of several forms of income. They are 
antagonistic forms of income. 

Production is the expenditure of human energies on the 
creation of material goods. These goods are produced by 
human labour. Their value in exchange is, broadly speaking, 
greater or less as they represent the product of more or less 
labour. The capitalist employs workers in order that they 
may expend their energies creating such values for him. The 



WHY KliYNES IS WRONG 


99 


more the values the worker creates exceed the wages he 
receives, the greater the capitalist’s profits. 

Profits are therefore antagonistic to wages. An increase in 
wages reduces the surplus value out of which the capitalist 
gets his profit, that is the value which the workers produce in 
excess of or surplus to what they receive in wages. 

This antagonism of wages to profits, the fight over the divi¬ 
sion of the product of the workers’ labour as between wages and 
surplus value, is the essence of capitalist production relations, 
the basis of the class struggle within capitalist society. It is 
present wherever the capitalist mode of production is present. 

Antagonism between Capitalists Stimulates Accumulation 

The fight to reduce the workers’ share is the most universal 
type of activity by which the capitalists try to carve out for 
themselves a large a amount of profits but they also try to get 
profits for themselves at the expense of other capitalists. 
Capital is antagonistic to capital. 

In straightforward capitalist competition, the capitalist with 
the better technique will be able to appropriate a bigger share 
of the surplus value produced in his industry at the expense of 
his less well equipped rival. ^ But his position will never be 
secure because other capitalists will continually be challenging 
him with new developments and new stragagems, and in 
each crisis a host of the weaker producers will be driven to 
bankruptcy. 

^ The reason for this in terms of value theory is that market values arc 
determined by the average socially necessary labour time, not the labour time 
taken in production by the individual producer. But all producers get the 
same price for the same product under competitive conditions, and so the 
more efficient producer, who has lower costs per product, gets a bigger 
profit and the less efficient producer a smaller profit. Imagine an industry 
divided equally between four groups of firms of varyingefficiency as follows: 
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'fhe biggest capitalists are in this fight the strongest and the 
best able to take advantage of technical developments and the 
best able to weather hard times. The big capitals grow most 
rapidly, snowball-wise (the concentration of capital) and se¬ 
parate capitals become merged under a single control (the 
centralisation of capital). Accumulation of more and more 
capital under a single control becomes an absolute law of 
capitalist development, (see also ’Political ’Economy \ a Marxist 
Textbook; p. 73 ff) 

At a certain stage the resulting concentration of capital 
lays the basis for monopoly combinations and the battle for 
profits assumes new forms. Monopoly groupings by control¬ 
ling the sales of particular products keep up prices and appro¬ 
priate for themselves an extra share in the total surplus value at 
the expense of other capitalists and by forcing down the stan¬ 
dards of the workers generally (partly by increasing the prices 
of the goods the workers buy). 

The greater the concentration of capital, the more pronounced 
becomes the tendency to accumulate surplus value. It is the 
biggest capitals that put most to reserve. 

In the period of monopoly capitalism the contradiction 
between productive capacity and the purchasing power of the 
masses becomes more and more acute, for three basic reasons: 




Costs 

Selling 

Profit 



per unit 

Price 

per unit 

Group A — 

very efficient.. 

. 7/- 

h 

15/— 

.. B - 

efficient. 



lO/— 

.. c - 

inefficient .... 

. 13/- 

£t 

7/“- 

.. D- 

very inefficient 

. x 8 /— 

£t 

2/- 



Social average 12/— 

£^ 

8 /- 


Groups A & B collect more than the average sh?re in the surplus value and 
Groups C & D less. This fight for a bigger share in the surplus value at the 
expense of other capitalists as well as at the expense of the workers is the 
motive that leads capitalists to expand and improve productive capacity. 
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(i) accumulation, as just explained, becomes progressively 
greater; (2) wages and middle class incomes are squeezed by 
rising prices; (3) average technique and intensity of work 
(that is, output per man) is high and tending to rise, so that 
the workers share in what they produce in terms of goods, 
tends to fall. Markets are insufficient. 

This leads to desperate struggles between the monopoly 
groupings which attempt to establish monopoly domination on 
a world scale. Two world wars have resulted from their 
antagonisms (see also VoUtical Economy\ a Marxist Textbook, 
Chapter IX). 

All this is rather different from passively watching dials. 
The Keynesian equations, in fact, hide the antagonisms within 
the broad aggregates to which they refer. However it is just 
these antagonisms which, submerged below the surface on 
which vulgar economy skates, cause the actual movements 
of capitalist society through boom and slump, from its early 
progressive stages up, finally, to its present imperialist stage of 
moribund capitalism, capitalism on its death-bed, but not yet 
dead. 

The *‘Left Keynesians” and Marx. 

Keynes neglected and abused Marx, but of late a school of 
Keynesians has appeared which is more sympathetic to Marx 
and seeks to find common ground on which Keynesians and 
Marxists can unite. These “Left Keynesians” take certain 
aspects of Marx, translate them into Keynesian terminology 
and seek to find parallels and similarities. However, in so 
doing they continue to use the methods and notions of “vulgar 
economy” and so miss out the dialectics of Marx’s method. As 
a consequence, they miss the very essence of the matter, namely, 
the basic contradiction within the capitalist mode of production. 
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Thus Klein writes: “On business cycle theory Marx was 
too eclectic to be pinned down to a particular idea” (p. 132). 
Yet Marx was in fact so single minded about the idea 
that, in however many different forms it might be 
clothed, crisis was always at root an expression of the contra¬ 
diction in the capitalist mode of production, that he took care 
to repeat it again and again throughout his writings. 

Significance of the Contradictions of Capitalism. 

One is forced to the conclusion that these “Left Keynesians” 
are so accustomed to the notions of “vulgar economy” that 
they fail to understand the scientific significance of “the con¬ 
tradictions” to which Marx was so repeatedly referring. 

We may illustrate this from the comments of Mrs. Joan 
Robinson, a “I.cft Keynesian” who has read Marx more thor¬ 
oughly, more patiently and more sympathetically than per¬ 
haps any of her colleagues. 

“The chief difficulty,” she writes, “in learning from 
him (Marx) arises from the peculiar language and the 
crabbed method of argument he used and my purpose 
is to explain what I understand Marx to have been 
saying in language intelligible to the academic economist^ 
{An Essay on Marxian Economics^ pp. v-vi — my emph¬ 
asis). 

In practice this means attempting to explain Marx in the 
terms used by vulgar economy. Approached in this way, 
she finds that Marx’s extremely profound and subtle analysis 
of the labour theory of value only “provides incantations” 
and that “no point of substance ... depends upon the labour 
theory of value.” Then having ‘thrown the baby out with 
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the bath water’ she deduces that Marx did not work out an 
adequate theory of crisis. 

“If capitalists,” she writes (p. 59) “were always prepared 
to invest their surplus in capital goods without 
regard to the prospect of profit, the output of capital 
goods would fill the gap between consumption and 
maximum potential output. The balance between the 
two groups of industries would be self-adjusting and 
crises would not occur, however wretched the level of 
consumption.... Thus to clinch the argument it is 
necessary to show that investment depends upon the 
rate of profit, and that the rate of profit depends, in 
the last resort, upon consuming power. It is necessary, 
in short, to supply a theory of the rate of profit based 
on the principle of effective demand. This Marx fails 
to do, for he had meanwhile worked out his theory of 
the falling tendency of profit. . .” (p. 59) 

Probably because she did not attach great significance to 
the passages in which Marx speaks of the contradictions of 
capitalism, she did not notice that Marx saw the cause of 
crisis in the contradictions within capitalist production. 

Productive forces, Marx in fact said, were expanded; 
purchasing power did not expand to the same degree, and these 
contradictions resolved themselves in a crash, the crisis, in 
which prices came tumbling down and the rate of profit 
realisable fell very low, in many cases turning to loss. 

The fall in the rate of profit that halts the turnover of capital 
and turns boom into slump, is due to the collapse of prices. 
The law of the falling tendency of the rate of profit does not 
in the trade cycle play the crucial role that Mrs. Joan Robinson 
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attributes to it. Its importance is rather for the analysis of 
long-term trends of capitalist development. On the other hand, 
value theory is important in the analysis of crisis, particularly 
for the study of price movements against value (up in boom, 
down in slump). 

“The last cause,” says Marx, “of all real crises always 
remains the poverty and restricted consumption of 
the masses as compared to the tendency of capitalist 
production to develop the productive forces as if only 
the absolute power of consumption of the entire 
society would be their limit.” 

Mrs. Joan Robinson is, of course, familiar with this quotation, 
but what she and others often fail to note is that it is not 
a sketchy version of an underconsumption theory, but a state¬ 
ment of a contradiction; the restriction of consumption set 
against the expansion of production. 

The section of Capital which deals with the falling tendency 
of the rate of profit actually concludes with the statement that 
crises are caused by the contradictions within capitalism. 

“The stupendous productive power,” writes Marx, 
“developing under the capitalist mode of production 
relatively to population, and the increase... of capi¬ 
tal values ... contradict... the conditions under 
which capital augments its value. This is the cause of 
crises.” (Vol. Ill, p. 313) 

The tendency of the rate of profit to fall does not then ex¬ 
plain crisis; it helps to explain why the long term development 
of capitalism involved a deepening of the contradictions of 
capitalism* The cause of crisis is the contradiction in capital 
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itself, the contradiction, inherent in the worker-capitalist 
relationship, between social production and capitalist appro¬ 
priation of the product. 

This theme runs through all the Marxist classics; in terms 
(^f it Marx and Engels explained the inability of capitalism 
to maintain a steadily high and expanding level of output, the 
certainty that even in the period of its greatest expansion it 
could only develop through a series of crises and that this 
period of expansion contained within itself the seeds of 
capitalism’s period of general crisis. 

“Periodically,” says Marx, {Capital Vol. Ill p. 292) 
“the conflict of antagonistic agencies seeks vent in 
crises. The crises are always but momentary and for¬ 
cible solutions of the existing contradictions, violent 
eruptions w’hich restore the disturbed equilibrium for a 
while.” 

He then proceeds to add: 

“The barriers, within which the preservation and 
self-expansion of the value of capital resting on the 
expropriation and pauperisation of the great mass 
of producers can alone move, these barriers come con¬ 
tinually in collision with the methods of production, 
which capital must employ. . . and steer straight toward 
an. . . unconditional development of the productive 
forces of society. The means, this unconditional devel¬ 
opment of the productive forces of society, comes con¬ 
tinually into conflict with the limited end, the self¬ 
expansion of the existing capital.*’ (p. 295) 
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Money and Crisis. 

The passage quoted above is immediately preceded by 
Marx’s famous statement that “/Af real barrier of capitalist 
production is capital if self “Capital, and its self-expansion,” 
says Marx, “appears as the starting and closing point, as the 
motive and aim of production.” 

Elsewhere he says that the accumulation of capital “is the 
independent, not the dependent variable.” 

Marx is emphasising that the turnover and expansion of 
capital has its own laws, that it is wrong to seek the cause of crisis 
outside the laws of “the self-expansion of capital” and that this 
self-expansion of capital involves contradiction which leads to 
repeated violent interruptions. It runs into “barriers”. It 
expands only through a series of cyclical crises. The values 
produced in the boom cannot be realised in the slump. These 
values are destroyed. Capital is lost. Investment comes to a 
standstill. 

“The function of money implies a contradiction... 
This contradiction comes to a head in those phases 
of industrial and commercial crises which are known 
as monetary crises. ^ Such a crisis occurs only where 
the ever-lengthening chain of payments and an artificial 
system of settling them has been fully developed. 
Whenever there is a general and extensive disturbance 
of this mechanism, no matter what its cause, money 
becomes suddenly and immediately transformed from 
its merely ideal shape of money of account, into hard 
cash. Profane commodities can no longer replace it. 


^ Marx explains in a footnote that he refers to the monetary aspect of a 
genera] crisis, and not to an independent monetary crisis. 
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The use value of commodities becomes valueless, 
and their value vanishes in the presence of its own 
independent form. On the eve of crisis, the bourgeois 
with the self-sufficiency that springs from intoxicating 
prosperity, declares money to be a vain imagination. 
Commodities alone are money. But now the cry is 
everywhere: money ahrne is a commodity! As the hart 
pants after fresh water, so pants his soul after money, 
the only wealth. In a crisis, the antithesis between com¬ 
modities and their value-form, money, becomes height¬ 
ened into an absolute contradiction . .. The money 
famine continues, whether payments have to be made 
in gold or in credit money, such as banknotes.” (Capital^ 
Vol. L, p. 115) 

Here we see the contradiction expressed in the form of a 
contradiction between value and use-value, showing very 
profoundly that the aim of capitalism is not, as the vulgar 
economists assert, the satisfaction of needs, but the production 
of values and the creation of surplus-value for the capitalist. 
“Capital and its self-expansion appear... as the motive and 
aim of production.” {Capital^ Vol. Ill., p. 293). 

What Marx has to say on money and its relation to commodi¬ 
ties, not only illumines the nature of the contradiction that 
expresses itself in crisis, it also answers Keynes’theory of “li¬ 
quidity preference.” By “liquidity preference” Keynes meant 
the desire of capitalists to hold wealth in money form. This, 
he argued, had an important effect on the rate of interest 
and investment expenditure. In fact, however, changes in 
demand for cash do not cause but are caused by the movement 
of the trade cycle. The panting of the soul of the capitalist 
after hard cash is not a psychological fact causing crisis from 
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outside the economic sphere, as it were. It is the direct conse¬ 
quence of the crisis. It docs not explain crisis at all, it can 
only be explained by crisis. 

Marx’s Analysis of Production for Profit. 

The “vulgar economists” all fail to analyse what “the quest 
for profit” really involves. Profit they treat merely as a conve¬ 
nient carrot w^ith which to induce “entrepreneurs” to provide 
society with its needs in a reasonably efficient manner. 

Marx shows how greatly different the realities of the profit 
system are. 


“It will not do,” he writes, “to represent capitalist 
production as something which it is not; that is to say, as 
a production having for its immediate purpose the 
consumption of goods, or the production of means 
of enjoyment for capitalists. This would be over¬ 
looking the specific character of capitalist production, 
which reveals itself in its innermost essence. The crea¬ 
tion of this surplus-value is the object of the direct 
process of production ... As soon as the available 
quantity of surplus-value has been materialised in 
commodities, surplus value has been produced. But 
this production of surplus-value is but the first act of 
the capitalist process of production... Now comes 
the second act of the process. The entire mass of com¬ 
modities, the total product, which contains a portion 
which is to reproduce the constant and variable capital 
as well as a portion representing surplus-value, must 
be sold. If this is not done, or only partly accomplished 
or only at prices which are below the prices of produc- 
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tion, the labourer has been none the less exploited, 
but his exploitation does not realise as much for the 
capitalist. It mTLy yield no surplus value at all for him, 
or only realise a portion of the produced surplus-value, 
or it may even mean a partial or complete loss of his 
capital. The conditions of direct exploitation and those 
of the realization of surplus value are by no means 
identical. They arc separated logically as well as by 
time and space. The first are only limited by the pro¬ 
ductive power of society, the last by the proportional 
relations of the various lines of production and by the 
consuming power of society. This last-named power is 
not determined cither by the absolute productive po'wer 
nor by the absolute consuming power, but by the 
consuming power based on antagonistic conditions 
of distribution, which reduces the consumption of the 
great mass of the population to a variable minimum 
within more or less narrow limits. The consuming 
pow'er is further restricted by the tendency to accumu¬ 
late, the greed for an expansion of capital and a produc¬ 
tion of surplus value on an enlarged scale. This is a 
law of capitalist production imposed by incessant revol¬ 
utions in the methods of production themselves, the 
resulting depreciation of existing capital, the general 
competitive struggle and the necessity of improving 
the product and expanding the scale of production, 
for the sake of self-preservation and on penalty of 
failure. The market must, therefore, be continually 
extended... This internal contradiction seeks to 
balance itself by an expansion of the outlying fields 
of production. But to the extent that the productive 
power develops, it finds itself at variance with the nar- 
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row basis on which the conditions of consumption 
rest. On this selfcontradictory basis it is no contradic¬ 
tion at all that there should be an excess of capital 
simultaneously with an excess of population. For 
while a combination of these two would indeed increase 
the mass of the produced surplus value, it would at 
the same time intensify the contradiction between the 
conditions under w’hich this surplus value is produced 
and those under which it is realised.” (Capital, Vol. Ill, 
pp. 285—7). 

These passages have been quoted at length in order to show 
how fully Alarx explored the manner in which crisis is caused 
by the contradiction in the capitalist mode of production itself. 

‘Tn these crises,” writes Engels, “the contradiction 
between social production and capitalist appropriation 
comes to a violent explosion. The circulation of commod¬ 
ities is f()r the moment reduced to nothing; the means 
of circulation, money, becomes an obstacle to circulation; 
all the laws of commodity circulation are turned upside 
down.” {Anti-Durhring^ p. 304). 

The Inducement to Invest. 

Marxist value theory does not limit itself to explanations 
of the relative levels of actual prices as the bourgeois econo¬ 
mists seem to expect; it gives meaning t(^ the processes of 
capital turnover. It makes intelligible the “inner essence” of 
such events as the collapse of prices that occurs when boom 
turns to slump, when values which have been produced are not 
realised. The law of value does not provide lifeless formulae 
for calculating prices: rather it asserts itself^ forcing prices into 
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line with values ^ by all the violent processes that crisis 
involves. As we have shown, the fall in profit rates that asserts 
itself as boom turns into slump, so killing the “inducement to 
invest”, is very different from the fall in profit rates which 
Marx analyses in order to explain the long-term tendency for 
the rate of profit to decline. 

Tlic first is due, above all, to the fact that the values embodied 
in commodities cannot be realised^ goods cannot be sold. As 
Marx explains in the passage quoted above, prices fall at 
times st) far that the original capital cannot be realised; the 
profit rate becomes a minus quantity. 

Commodities become valueless in such cases because the 
“narrow basis,” the restricted purchasing power of the masses 
alongside the capitalists* hectic accumulation of capital puts 
up a barrier to the expansion of capital. 

Profitable fields for the investment of capital are everywhere 
curtailed. There is nothing anywhere to induce investment. 
The total of capital entering into the social turnover of capital 
is reduced. All this takes place because the values in commodi¬ 
ties cannot be realised. 

The nature of the barriers with which capital itself bars its 
own expansion is explained by Marx in a chapter headed 
“Unravelling the Internal Contradictions of the Law.** In 
this chapter he shows clearly enough that he attributes the 
cause of crisis to the contradictions of capitalism. Marx also 
demonstrates that there is a long term tendency for the rate 
of profit to fall, quite apart from the collapse of profits in 
each successive slump. In order to demonstrate that this 
tendency is unconnected with temporary rises and falls in prices 
he assumes for his analysis that commodities sell at their values. 

^ Strictly speaking prices of productiofit but the difference here docs 
not matter. 
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The significance of this long term tendency is, therefore, 
that wc see through the study of its operation how and why the 
contradictions of the capitalist mode of production tended to 
be intensified. It does not give us the cause of crisis, but makes 
dear the Jemg-term course of capitalist development and the 
general law of movement of capitalist society that leads from the 
period of its expansion to the period of the general crisis. 
(A fuller account of the tendency of the falling rate of profit 
will be found in 'Political Ecommy; a Marxist Textbook, pp. 
125—131). 

Keynes takes Symptoms for Causes. 

Once the contradictions within the capitalist mode of 
production, the nature of capitalist exploitation, and the 
antagonistic relations betw'een worker and capitalist are under¬ 
stood, the emptiness of the Keynesian theory is easily 
recognised. 

The gist of the Keynesian theory is that, with given w'age 
rates and a given financial policy, the level of economic activi¬ 
ty is determined by “the propensity to consume,” the “induce¬ 
ment to invest” and “liquidity-preference” (desire to hold 
wealth in money form). On the Keynesian view, well-timed 
government action can control these economic forces. 

On the Marxist view crisis results from the contradiction 
in production for profit itself. When crisis violently asserts 
itself and markets collapse, nothing will induce investment, 
capital will be held in money form, and will turn over more 
slowly and at a lower level involving a smaller total of wage 
payments (which means smaller incomes for the masses and 
lower “propensity to consume”). The contradiction between 
social production and capitalist appropriation, which involves 
at the same time expansion of productive forces and restric- 
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tion of purchasing power of the masses, brings the turnover 
of capital periodically against a barrier; this becomes manifest 
in a crisis, the symptoms of which (low “propensity to con¬ 
sume,” low “inducement to invest” and high “liquidity 
preference”) Keynes mistakes for causes. 

Keynes Neglects the Realities of Monopoly Capitalism. 

The Keynesian theory, as well as being superficial in its 
treatment of capitalist processes, fails to take any account of 
the specific characteristics of capitalism in its imperialist stage. 

No student would learn from Keynes’ teachings that the 
greater part of the social capital of Britain and of the whole 
capitalist world is today under the control of a handful of 
monopoly capitalists, a few hundred in Britain, a few hundred 
in France and elsewhere, and a few score (the most powerful 
of the lot) in the United States of America. 

The control by these magnates over the turnover of the 
social capital takes many forms. The most direct are the opera¬ 
tions of trusts, such as Unilevers, etc. In such cases the 

controlling magnates will decide what is done with the vast 
surplus of profits made by their organisations. (How absurd it 
is for Keynes to lump the trading profit of these giants together 
with wages or salaries under the blurring title of “income”. 
The management of these vast capitals has nothing in common 
with the earning and spending of personal incomes!) They 
will pay out some dividends, some directors’ fees, etc. . . 
they will put vast sums to reserve. They again will decide 
whether to use these reserves to embark on some new develop¬ 
ment scheme, whether to invest them overseas, whether to 
hold them in liquid form, and so forth. 

The great trusts concerned directly with prc^duction are, 
moreover, linked with the great financial institutions. 
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These big industrial and financial instit;itions are endlessly 
struggling amongst themselves for a gieater share in the 
control of the social capital, which they extend far beyond 
their own property. The Banks collect the ‘liquid’ financial 
resources of the whole nation in the form of deposits and 
make it available for use as a capital. The issue houses, under 
the close rule of the “finance oligarchy” control new share 
issues and extensions of capital financed from outside the 
resources of the individual companies. 

The funds made available in this way for use by the mono¬ 
polies are drawn, not only from the resources of the monopoly 
capitalists themselves, but also from the smaller capitalists 
and the middle-classes. The insurance companies, apart from 
their substantial dealings with the capitalists themselves, sell 
to the poor and to the middle-classes small scraps of security 
(life assurance, burial funds, educational funds, etc.) for 
which in a world of horrifying insecurity created by capitalism, 
there is a brisk demand. 

So from every quarter all the resources of the nations are 
swept together to be used as capital by a handful of monopoly 
capitalists. In additiem, there are the financial organs of the 
State, the central bank and the whole mechanism of foreign 
exchange which falls under the control of the same “finance 
oligarchy.” 

The temporary National Economic Committee published 
the following statistics on “personal” and “business savings” 
in the U.S.A. 

In 1929 the top 10% with incomes of over 4,600 dollars a 
year account for 86% of “personal savings,” the next 10% 
(incomes between 3,100 and 4,600 dollars) accounted for 12%; 
all the rest of the population saved only 2 % of the total. In 
1936 total “personal savings” were in the neighbourhood of 



WHY KEYNES IS WRONG 115 

6,000,000,000 dollars but these savings though deriving from 
personal incomes almost invariably passed into the hands of 
vast financial institutions controlled by a handful of 
monopoly capitalist groupings. The assets of the five largest 
Ll.S. insurance companies alone were (in the 1930’s) 
15,000,000,000 dollars 1 

A huge mass (^f “savings” are also attributed to the great 
corporations putting profits back into the business as reserve 
funds and other forms of accumulated surpluses. Such “bus¬ 
iness savings” accounted for two-fifths of the nation’s “savings” 
and the few giant corporations (0.2% of the total number of 
corporations) in 1937 supplied 46 % of these “business savings”. 

“These savings,” writes the Temporary National Economic 
Committee (p. 92) 

“are in large measure controlled by the 200 great 
corporations with the consequent management of 
their use by the extremely small group of men who 
form their active directorates. Individual savings are 
usually transferred from the saver to the investor by 
means of such loan companies, etc.,which means a 
consequent sacrifice of the management principle by 
the saver and an enlargement of the funds in the hands of 
the management groups.” (p. 92) 

Keynes Lacks Understanding of Capitalist Accumulation. 

Keynes has much to say about the “propensity to consume” 
but on the “propensity to accumulate,” the idea fixed in the 
capitalist mind, the desire before all else to turn money into 
more money, the boundless lust of the monopoly capitalist to 
expand his economic domain, to add ever more noughts to 
the capital values under his command — of these “propensities” 
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that have twice plunged the world into war, that have spread 
havoc and starvation throughout the world, Keynes has noth¬ 
ing to say. 

For this, we must go to Marx who shows how the capital¬ 
ist becomes the conscious representative of the limitless 
circulation of capital, ‘"as capital personified and endowed 
with a consciousness and a will,” for whom 

‘*use values must. .. never be looked upon as the 
real aim; neither the pro/it of any single transaction. 
The restless never-ending process of profit-making alone 
is what he aims at. This boundless greed after riches, 
this passionate chase after exchange-value, is cf)mmon 
to the capitalist and the miser; but while the miser is 
merely a capitalist gone mad, the capitalist is a rational 
miser”. {Capital^ Vol. I. p. 131) (See also Political 
Economy^ A Marxist Textbook^ Chapter V). 

In conclusion, we may summarise our criticism of the 
Keynesian theory as foliow's: 

(i) Keynes altogether neglects to examine the charac¬ 
ter and economic consequences of capitalist ex¬ 
ploitation, 

(ii) He uncritically accepts “vulgar economy’s” no¬ 
tions of capital (and, therefore, also of investment, 
income, etc.), 

(iii) Keynes makes his analysis of “Effective Demand” 
in terms of broad aggregates (Total consumption. 
Total investment. Total savings. Total income. 



WHY KEYNES IS WRONG 


I17 

Total output) which mask the most important 
distinctions and contradictions within the capitalist 
system. 

The Keynesian remedies for unemployment (with which we 
now deal in the next chapter) inevitably share the defects of 
the theories on which they are based. In addition, as already 
shown in Chapter III. they wrongly presuppose a neutral State 
standing above classes. 



CHAPTER V 


THE KEYNESIAN REMEDIES 

All bourgeois theory today is tending to be reshaped to 
fit the Keynesian structure and Keynesian doctrines are applied 
to other matters besides capitalist depression. They have for 
example, been widely used to justify the wage-stop in the 
period of the post-war boom, and also to justify currency 
manipulations such as the devaluation of the pound in 1949. 
However, the function of Keynesian theory as “apologetics” 
for capitalism is nowhere so important as in the remedies 
it suggests for capitalist depression. 

Keynesian theory is the new magic with which the defen¬ 
ders of capitalism of all political shades promise to make 
capitalism different. The political temper of the people make 
such promises a necessity. “Full employment” writes T/jc 
E conomisf (28.1.50), “has become a categorical imperative 
for all democratic governments. That is the legacy of the 
Great Depression. Fifteen years before the Charter of the 
United Nations was drawn up, it would have been inconceiv¬ 
able that any government — let alone all of them — should 
have been willing to accept an obligation to take joint and 
separate action to secure full employment. Now if this pledge 
were not down in black and white, no government, for 
purely domestic reasons, dare give even the appearance of 
indifference to full employment.” Tbe Economsf then refers 
to the report of the U.N.O. committee of Economic experts 
and states that 

“their diagnosis is confidently Keynesian, and their 
remedies consequently all partake of the nature of 



THE KEYNESIAN REMEDIES 


119 

devices for maintaining an even flow of effective mone¬ 
tary demand for current output. In this general ap¬ 
proach the authors undoubtedly correctly represent 
the majority opinion of economists ... Keynes worked 
out his ideas, in the main, during the years of the Great 
Depression. Economists find them intellectually satis¬ 
fying, but they would do well to remember that there 
has been no opportunity yet of discovering whether 
they really do work in practice or of finding out what 
arc the unexpected repercussions to which the Keynes¬ 
ian remedies may give rise ... These ideas remain in the 
blueprint stage.” 

It is unusual for the defenders of capitalism to speak so 
frankly, but it is indeed true that the Keynesian remedies 
have never been tried out — except as war production. 

The Keynesian remedies are broadly speaking of four types: 

(i) Increase the consuming power of the people and 
so keep up the demand for goods. 

(ii) Control Investment. 

(iii) Use public expenditure to increase economic 
activity. 

(iv) Increase the propensity to consume by redis¬ 
tributing incomes in favour of the lower income 
groups. 

(A pre-requisite for these measures is a low rate of interest; 
but this in itself is no longer considered, by Keynesians 
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•Tcnerally, to be an effective remedy for dcprcssi(m). 

Before we turn to the Keynesian “remedies” let it be clear 
that it is by no means certain that the capitalist class as a wh(jle 
will favour full employment when it comes to deeds as against 
political promises. 

Many recent pronouncements make it clear that while they 
do not — naturally — want a slump of devastating propor¬ 
tions, they do want a reserve of labour of around a million, 
which will restore “the fear of the sack’* and be a barrier in the 
way of wage movements. 

Further it cannot too often be repeated that the State which 
Keynes calls upon to intervene in the economy, is not a wise, 
impartial State standing above classes and regulating things 
in the public interest. It is a capitalist State. Its bureaucrats, 
judges, generals, admirals and the like come from the ranks 
of the capitalist class or have been absorbed into these ranks. 

As explained above, Keynes argued that decreasing “propen¬ 
sities to consume” were not matched by increasing “induce¬ 
ments to invest” and that this led to a falling off of economic 
activity. He therefore advocated State intervention with the 
object of “adjusting to one another the propensity to consume 
and the inducement to invest.” The Keynesian remedies 
embodying this idea, fall therefore into two groups: (a) those 
which purport to increase consumption (types (i) and (iv) 
above) and (b) those which propose to increase investment 
(types (ii) and (iii) above). 

The Keynesians argue and their arguments are found in the 
Tory, Liberal and Labour programmes — that capitalism can be 
made stable at a high level of economic activity by applying 
appropriate doses at the appropriate time of each of these two 
types of treatment. 

The Keynesians promise in effect to overcome the contra- 
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dictions of capitalism, and the basic reason for which all 
their remedies must prove ineffective is precisely the fact 
that they leave in being production for profit. For this con¬ 
tains within itself the contradictions that cause crisis. 

This is to say no more than that capitalism itself is the cause 
of crisis and that the only final remedy for crisis is abolition of 
the capitalist mode of production, which since no form of 
society half way between capitalism and socialism can have a 
stable existence (for reasons already explained) means that the 
only lasting remedy for crisis is a planned, socialist economy. 

Each of the types of remedy proposed are self-frustrating 
because they leave in being capitalist production for profit 
and the class relationship of capitalism, of which today the 
essential characteristic is the domination by a clique of monopoly 
capitalists of all aspects of social life. The Keynesian remedies, 
if they are considered in the full context of capitalist society, 
lose any plausibility that they may have when considered 
abstractly in isolation from the economic and political realities 
of capitalism. 

Increasing Consuming Power. 

Measures suggested are to release post-war credits and to 
reduce social service contributions when a slump is starting, 
in order to put purchasing power in the hands of the people 
and keep up the demand for consumers’ goods. 

Naturally, Marxists are in favour of all measures to increase 
working-class purchasing power; for that, they struggle vigor¬ 
ously at all times. The fight against slump must certainly 
include the fight for more purchasing power in the hands of 
the workers, but the workers’ fight against slump will only 
achieve lasting results when it is transformed into a fight for 
socialism. 
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Moreover, as Marxists we fight for increasing purchasing 
power now and all the t/me. The Keynesians, on the other 
hand, say they wall support it only when slump comes, and 
they say this in order to show the wa)rkers’ fight against 
capitalism is unnecessary. There is therefore a wa^rld of dif¬ 
ference between the living fight for purchasing power and the 
Keynesian talk about slump-free capitalism. 

Nonetheless let us consider these conditions of slump 
which the Keynesians promise to remedy by more purchasing 
pow'-er, by keeping purchasing power in step with the goods in 
the shops, as the Labour Party Speakers' Handbook puts it 

(1949—50, P- 5). 

A slump usually takes place at the end of a period of in¬ 
tense capital re-equipment when the new equipment is coming 
into use; moreover a capitalist slump hits capitalism on a 
world scale, and for Britain would involve particularly heavy 
loss of export markets. It is ludicrous to suppose that a few 
pence off social insurance supported by a few pounds in post¬ 
war credits will make a material difference. How could such 
measures counterbalance more than a fraction of the decrease 
in purchasing pow^'cr as thousands are being laid off in export 
and capital goods industries? 

It is worth noting that the measures by which it is proposed 
in practice to increase purchasing power (namely reduced 
insurance and post-w^ar credits) are petty and trivial; even 
though there are more ample measures ready to hand. Would 
not the removal of all indirect taxes, (tobacco, beer, pur¬ 
chase tax, etc.) falling on working class incomes be a simple 
matter to arrange and similar in character in that the cost 
of so doing would fall on the Government? The fact that such 
substantial measures are not suggested exposes the hypocrisy 
of proposing remedies of this sort at all; but the Labour leaders’ 
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reasons against substantial measures arc obvious. The capi¬ 
talists would not tolerate them. 

Even if the Government ran a budget deficit and did not 
attempt to cover all its expenditure from taxation of the 
capitalists, one can imagine how the capitalists would react 
to elimination of indirect taxation while the direct taxes 
borne by themselves remained unchanged. Moreover, would 
they not immediately begin attacking wages, locking workers 
out and using all means in their power to counteract the 
strength and independence which any substantial increase in 
purchasing power would give the workers. 

In short, measures aimed at increasing the purchasing 
power of the mass of the people, can only be put into effect 
as part of the most resolute and uncompromising struggle 
against the capitalist class, and, so long as the basis of capital¬ 
ist power remains intact, can lead at best to insecure gains. 
They have real meaning only as part of the struggle for social¬ 
ism. 

The Control of Investment. 

Keynes talked vaguely about the socialisation of investment, 
but never got around to defining the term. 

To retain private ownership of industry and yet take away 
from the capitalists the right to decide how and when to 
accumulate is clearly utopian. The Labour Party recognises 
this when it admits in Labour Believes in Britain: 

“the Government will encourage private enterprise 
to go on ordering new equipment if signs of a depres¬ 
sion should once more appear. Yet in the last resort 
private investors cannot be compelled to invest if 
they arc determined not to do so.” (p. 8) 
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It is fairly simple to see on theoretical grounds that measures 
to control investment in a capitalist society must necessarily 
be limited and ineffective. 

In conducting the turnover of capital, the capitalists aim 
at appropriating as much surplus value as possible; to order 
them to have other motives is to order them not to be capital¬ 
ists. Extensive and sustained obstruction to the conduct of 
their operations as capitalists, within the framework of capital¬ 
ist society and capitalist class power, is inconceivable. 

Real control over investment means control over the 
turnover of capital, for what else is investment but the using 
of surplus value as additional capital thereby expanding the 
scale on which capital turns over.? 

Full public control of capital involves full public owner¬ 
ship of all the means of production. It can therefore be nothing 
less than socialism. 

Partial control over capital on the other hand is extremely 
limited and one-sided. New building may be controlled, raw 
material supplies within very broad limits may be controlled, 
acquisition of new machinery may be controlled. Controls 
of these kinds were in fact used during World War II to 
divert capital into war production. In the immediate postwar 
period of Labour Government “planning” the capitalists 
shook off all control over new machinery and most control 
over raw materials. B/// control of these sorts controls only pressure 
by the capitalists to increase investment. 

The Keynesian remedy for slump must, however, find means 
of doing the opposite; namely, it must “induce” investment. 
Keynesians themselves admit that a low interest rate by itself 
could not help much. 

In a prolonged boom the capitalists by their investments, 
expand equipment greatly and create over-capacity even in 
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relation to the high level of demand existing at the height 
of the boom. This becomes painfully apparent when the boom 
shows the first signs of tapering off. Under these circum¬ 
stances they are not likely to be induced to extend productive 
capacity further. 

When the downward swing of the cycle has exhausted itself 
and the capitalists are beginning to re-equip once again, 
subsidies of various kinds may induce them to embark on 
investment on a larger scale than would otherwise be the case. 
Even then the response would largely depend on how far the 
excess capacity had been eliminated. 

These kinds of measures, however, are not designed to 
prevent unemployment, but to hasten its cure once it has 
taken place. The fact is there is no means of inducing capital¬ 
ists in privately owned industry to keep on investing when 
they see no profit in it — which they certainly won't in the 
middle of a slump even if they are offered loans or capital 
equipment on very favourable terms. To be effective the State 
must take over more and more investment ending up in 
complete ownership of the means of production. Carried 
to its logical conclusion, the Keynesian case for making capital¬ 
ism work, proves that capitalism can only be made to work 
by its abolition! 

Public Expenditure. 

Keynesians are turning more and more to the expedient 
of public expenditure. If the Government cannot force private 
investors to invest when they do not want to, it can at least 
increase its own investments when private enterprise is slacken¬ 
ing off. 

The nationalised industries, they argue, could increase 
their investments; public building could be increased as 
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private building decreased, and so the capital goods industries 
could be kept from slumping. 

The increase of investment in the existing nationalised 
industries would have to be in addition to the very consider¬ 
able investments already taking place in them. It is certain 
that this could not replace the fall in private investments. 
Further, it could not be repeated in successive slumps. The 
country does not require an infinite number of coal-cutting 
machines, locomotives or generating plants. 

The present nationalised industries could not undertake 
an amount of investment equal to that which is now taking 
place over the whole field. One must also remember the diver¬ 
sity of Britain’s capital goods industries. For example, if a 
slump threatened and the National Coal Board ordered more 
machinery, this would not help the shipbuilding industry 
or the textile machinery industry. 

In reality the most probable kind of public expenditure 
is direct expenditure by the State. If we suppose the State 
embarked on a great social service programme (w'hich would, 
in the main, mean building) it would benefit only a limited 
number of industries and its economic effect would be lopsided. 
Moreover, as has already been said, the cost of such public 
expenditure tends to fall back onto the masses of the people, 
either as a result of increased taxation or if deficit financing 
is used, through changes in the purchasing power of money 
that are similar in effects. 

The capitalist class would go to great lengths to block any 
really large-scale extension of social services. In practice, 
therefore, the only type of public expenditure on a very large 
scale which the monopoly capitalists would not persistently 
obstruct, is arms expenditure. 

As slump develops in this period of the general crisis 
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of capitalism, the contradictions within each imperialism, 
drive it, as Marx puts it, “to balance itself by an expansion 
of the outlying fields of production”, which in the imperialist 
stage of capitalism means domination, seizure of territories, 
aggression. 

Crisis therefore multiplies the motives, both political and 
economic, which drive the monopoly capitalists to remedy 
the loss of surplus value, which crisis threatens, by a con¬ 
stantly accelerated arms race. This as it gathers pace, carries 
with it restriction of workers* incomes, ruination of the middle 
classes, conscription for various forms of military service, 
limitation of all forms of civilian production, and a great 
strengthening of the most powerful monopolies. 

“Full employment” is obtained by the conscription of the 
unemployed, at the cost of a distorted and twisted economy 
in which the living standards of the masses are miserably 
reduced, at the cost of the political triumph of reaction, at 
the cost, finally, of war itself and the unbelievable, unfathom¬ 
able destruction that attends it. Such is “public expendi¬ 
ture” in the context of monopoly capitalism in the world 
today. 

By contrast progressive public expenditure is only con¬ 
ceivable as the opening round of a powerful anti-capitalist 
fight, as part of a policy that had already gone far beyond the 
limited State intervention to make capitalism work on which 
the Keynesians rely. It would require drastic controls over 
capitalist economy as a whole. In fact, it would be the first 
blow in a fight which could only end when the working class 
won complete and absolute power. 

Keynesian remedies, it should be borne in mind, are measures 
which purport to restore capitalism to economic health. 
They are used as arguments to defend capitalism; they form 
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an important part of the present-day “apologetics for capital¬ 
ism.” 

Programmes of action round which to fight against capital¬ 
ism, programmes of action designed to strengthen the workers 
at the expense of capitalism, will of course, include proposals 
for increasing the purchasing power of the masses of the people 
(wage increases, reduced taxes, subsidies on essential foods, etc.) 
and for control of capitalist production and State expenditure 
in the interests of the people — to that extent such programmes 
of action overlap with Keynesian proposals. However, 
programmes of action stress that gains must be fought for 
every inch of the way, and they are, therefore, the opposite of 
proposals which are designed to halt the struggle of the work¬ 
ers against capitalism, with the plea that capitalism can be 
altered and made to serve the general good. 

It should also be borne in mind that the capitalists will only 
agree to progressive programmes in so far as they arc forced 
to, and when the capitalists are ready to make real and sub¬ 
stantial concessions, it is a sure sign that the programme of 
action appropriate to the political consciousness of the masses 
should go far beyond anything that even resembles a Keynesian 
remedy. The capitalist class only makes real concessions in the 
hope of dividing a movement that threatens to deprive it by 
force of more than it concedes. 


Keynesian Remedies and Industrial Disproportions. 

Keynesian economics owes its plausibility to the fact that 
it deals with the relations of broad general aggregates like 
income and expenditure in an abstract capitalist society. 

From this abstract society, which exists only in the copy 
books, all trace of the struggle between workers and capitalists. 
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or of national groups of monopolists using their State power in 
the struggle for markets and colonies has disappeared. 

So long as the analysis remains on this abstract level the 
Keynesian remedies look plausible enough. Bring back the 
class struggle, and the struggle of the rival groups of monopol¬ 
ists for trade and empire and the efficacy of a few simple 
central controls is seen to be an illusion. 

For example, in a capitalist boom such as we have been 
going through, great disproportions develop between the 
department of industry devoted to production goods and 
that devoted to consumption goods and also between the 
various industries in each of these departments. 

The production goods sector is very often developed far 
beyond the point that is necessary to supply all the varied 
sectors of industry with new equipment. This flows from 
the fact that the economy is not centrally planned and the 
extent to which the various sectors of industry have been 
expanded depended on the rate at which profits could be made, 
capitalist speculations, the availibility of supplies to enable 
expansion to take place in various industries, and other 
chance factors. 

These disproportions remain concealed as the boom develops. 
It is only when the boom is collapsing that their extent is 
revealed. 

When these disproportions have been carried to extreme 
lengths in the production goods section, no amount of jug¬ 
gling with purchasing power — or any of the other central 
controls — will induce the capitalist class to place sufficient 
orders to employ those industries to full capacity. The central 
controls would be ineffective. The counsel of despair to 
which all the tendencies of imperialism point is to make bad 
worse with arms orders supplemented by still more arms orders. 
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Keynesian Measures and the Fight for Markets. 

Intensified struggle for foreign markets is one of the out¬ 
standing consequences of the general crisis of capitalism. 
The greatest abstraction of all in the Keynesian analysis is 
that it considers the question of employment apart from 
the struggle for the capitalist world market. 

During the election of February 1950 Mr. Churchill de¬ 
clared jubilantly that there was no wage freeze under the 
Conservative governments before the war. True enough, be¬ 
cause the existence of a reserve of unemployed which never fell 
below the million mark exerted a downward pressure on 
wages and rendered a wage freeze entirely unnecessary. 

In the struggle for markets, the capitalist State with a 
reserve of unemployment will have advantages on others where 
the reserve is smaller. As the competition for markets grows 
more fierce, the most powerful capitalists will do all that is 
in their power to ensure that there is a large reserve of unem¬ 
ployed labour. The existence of such a reserve they consider 
legitimate and necessary to the full development of com¬ 
petitive strength. 

The socialist alternative is clear. The economy is freed from 
dependence on the uncertainties of slump and boom in the 
capitalist market by planning — well in advance — to supply 
gf)ods to those countries which in return will guarantee to 
supply this country’s most essential imports. Naturally, 
trade with other socialist countries with planned economies 
would play an important part in any such arrangements, but 
they would also include agreements with non-socialist coun¬ 
tries providing for the supply of goods (for which provision 
would be made in this country’s production plan) on terms that 
would enable this country to acquire its most necessary 
imports in exchange. 
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What is the Keynesian alternative to the capitalist struggle 
for markets with an attendant reserve of unemployed? Their 
answer on this is crucial, particularly for capitalist countries 
like Britain which are heavily dependent on foreign foods 
and raw materials and, therefore, severely limited in their 
ability to apply conventional Keynesian remedies. 

Suppose as a result of the revival of Germany and Japan 
there is a fall in the exports of British heavy engineering and 
textile goods and workers in those export industries arc 
unemployed. How could the central controls of the Keynesian 
scheme help in this situation? 

The United Nation experts give the Keynesian answer 
(National and International Measures for Full Employments 
issued by Dept, of Economic Affairs of the United Nations in 
December 1949, p. 47). If textile exports fall the Government 
should take measures to stimulate the sale of the goods former¬ 
ly exported on the home market. “Such measures might take 
the form of subsidising the prices of goods on the domestic 
market. These subsidies could be progressively withdrawn 
to the extent that foreign demand was restored.” 

It sounds simple. We could all do with some more textile 
goods if they were cheaper. If the Government made them 
cheaper, more would be sold and maybe the textile workers 
need not be paid off. 

Those who propound this type of remedy are forgetting a 
great deal. We need not pause to examine the self-defeating 
effects of attempting to subsidise production for profit on 
a wholesale scale. (Most branches of British industry would 
be directly affected by a slump in world trade). Assume that 
production of textiles was successfully maintained, and consider 
the foreign currency position. No trade agreements have been 
entered into covering supplies of raw cotton and wool against 
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supplies of British snoods. They will have to be paid for with 
foreign currencies which won’t be there when the slunip has 
hit the exports of the British capitalists. 

In short, if exports tall and the workers arc switched to 
produce i^oods for the home market, how are the Keynesians 
going to pay tor the raw materials embodied in those goods? 
How are the Keynesians going to get us out of that mess? 
In fact, they have no answer and we can understand why after 
reading the United Nations report referred to above, Professor 
Arthur L. Lewis uttered this never to be forgotten cry from 
the heart: 

“If there is a slump in the United States most of us 
cannot have full employment, however hard we try. 
In this respect we are living in a fool’s paradise in 
this country. All our political parties, for example, 
have sworn to guarantee full employment, "whereas 
the truth is that neither they, nor I, nor anyone else, 
really knovrs how to prevent unemployment in this 
country. .. We sell goods to countries which produce 
agricultural products and minerals, and the prices of 
agricultural products and minerals are very sensitive 
to the state of the American economy. As soon as a 
slump starts in America, these prices fall violently; 
our customers are thus impoverished and our exports 
fall. It is fluctuations in our exports which cause the 
other forms of spending to fluctuate.” (Lisfetter^ 5-5-50) 

So it really comes to this, that if all capitalist nations headed 
by the United States, cease to behave as they have hitherto 
done, then perhaps we will be able to maintain full employ¬ 
ment. To this state (if wishful thinking Keynesianism has sunk as 
the crisis begins to develop. 
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Redistribution of Income. 

Keynes argued that propensity to consume decreases as 
income increases. He gave this as the reason for the greater 
tendency to crisis in advanced capitalism. It is therefore argued 
that the tendency to crisis will be reduced if the lower incomes 
are raised at the expense of the larger. “Measures for the redis¬ 
tribution of incomes in a way likely to raise the propensity to 
consume may,” writes Keynes {General Theory^ p. 373) “prove 
positively favourable to the growth of capital.” 

The big “savings” that characterise advanced capitalism 
are not savings out of personal incomes, but the accumulation 
of capital put to reserve by the great monopolies. The holding 
back of capital from productive use is an altogether different 
matter from personal savings. Keynes in fact, lumps 
together the idle capital that characterises the period of the 
general crisis of capitalism with personal savings. 

Even a considerable increase or decrease in personal savings 
is not likely to have any material influence on the scale at 
which capital is turning over. 

Furthermore, many Keynesians nowadays prefer the other 
horn of the dilemma with which the contradictions of capitalism 
confront them. These argue that taxation of the rich is too 
heavy. It is stifling enterprise, they say, and must be sharply 
reduced at the first signs of slump. 

To those Keynesians who argue (like others who before 
them put forward under-consumption theories of crisis) that 
crisis could be avoided if the restricted purchasing power of 
the masses were enlarged, we have already given sufficient 
answer. Permanent large-scale redistribution of incomes is 
an economic and political impossibility within capitalism. 
Increases in the share given to workers at the expense of 
capitalists can at best be only temporary victories in the 
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long-drawn-out struggle to which there can be no finality 
short of the victory of the working class and socialism. 
The permanent value of day-to-day successes can only be 
measured by the extent to which they bring nearer the victory 
of socialism and working class power. 

This is how Marx castigated the idea that it is possible to 
treat the distribution of wealth apart from the production 
relations of capitalism: 

“ ... It is in general quite incorrect to make a fuss 
about so-called ‘distribution* and put the principal 
stress on it. 

“The distribution of the means of consumption at any 
time is only a consequence of the conditions of pro¬ 
duction themselves. The latter distribution, however, 
is a feature of the mode of production itself. The capital¬ 
ist mode of production, for example, rests on the fact that 
the material conditions of production are in the hands 
of the non-workers in the form of property in capital 
and land, 'while the masses are only owners of the 
personal conditions of production, labour power. 
If the elements of production are so distributed, then 
the present-day distribution of the means of consump¬ 
tion results automatically. If the material conditions 
of production are the co-operative property of the 
workers themselves, then this likewise results in a 
different distribution of the means of consumption from 
the present one. Vulgar Socialism (and from it in turn 
a section of democracy) has taken over from the bour¬ 
geois economists the consideration and treatment of 
distribution as independent of the mode of pro- 
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cluction and hence the presentation of socialism 
as turning principally on distribution. After the real 
position has long been made clear, why go back again?” 
{Critique of Gotha Programm). 

The capitalist class left in possession of the means of produc¬ 
tion has brought ever-increasing pressure on the Labour 
Government to reduce taxation falling on the rich. The relative 
weight of direct taxation (mainly on the capitalists) has fallen 
in relation to indirect taxation (mainly on the workers). 

Whereas, given a Tory Government, the capitalist class 
might expect more speedy relief from the present level of 
taxation and would be less patient of the excuse that it helps to 
maintain full employment, they are slowly but inexorably 
moving the Labour Government in the same direction. 

Naturally and rightly the working class wants the taxation 
of the rich to be steadily increased. This provokes, however, 
increasing resistance before which a Government has either 
to capitulate or develop the attack on the monopolist capital¬ 
ists’ ownership of industry. Ever-growing equalisation of 
income on the basis of capitalist ownership is a myth. 



CONCLUSION 


The Keynesian theory, we may conclude, is capitalist 
theory adapted to the needs of monopoly capitalism and 
imperialism. It differs from the older capitalist theory in that 
it rejects the doctrine that capitalism should be left free from 
all interference to be regulated only by the unrestricted play 
of supply and demand. It advocates central controls which, 
however, must not interfere with private ownership and 
production for profit. 

Keynesian theory claims to know how to use its central 
controls to abolish unemployment. It has therefore been seized 
upon by right-wing social-democrats as the foundation of a new 
form of “socialism” in which production for profit continues to 
exist. Under cover of this theory these social-democrats have 
implemented policies which in practice are those of monopoly 
capitalism and socialist in name only. 

In common with all bourgeois theory the Keynesian theory 
has as its central feature the defence of the profit system. 
In fact, the causes of crisis, the causes of imperialist expansion¬ 
ism, the causes of imperialist rivalries, the causes of war stem 
from this profit system which compelled by its internal con¬ 
tradictions, generates sharpening antagonisms between capital¬ 
ist and worker, between imperialist powers and subject 
peoples, between imperialist and imperialist, between the 
camp of imperialism and the camp of socialism. To these 
real clashes of the imperialist world Keynesian theory shuts 
its eyes. To the dominance over economic life exercised by 
a small clique of the most powerful capitalists and bankers 
Keynesian theory shuts its eyes. In abstracting from reality 
it leaves on one side the essence and makes plausible the case 
it presents by covering up with its broad and lifeless “aggre- 
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gates” the antagonisms and contradictions of the living world. 

Under cover of this theory the social-democrats, the right- 
wing Labour leaders, those who talk socialism and act capital¬ 
ism allow the most jingoistic, the most reactionary, the most 
militaristic and bloodthirsty section of monopoly capitalism 
to grow strong and to make sport with the simple, honest, 
homely desires of the masses of the people who long only 
for a chance to live and work, to be active and happy in peace 
and well-being. 

It would be well for every worker, for every intellectual, 
for everyone who cares for all that man is and might become, 
to consider again whether the issue between the economic 
theories of Marx and the economic theories of Keynes is or 
is not important. For these economic theories — whatever 
guises they may be wearing — are battling for the allegiance of 
the working-class movement in Britain — as in every capitalist 
country — and on the fortunes of this battle rests the future, 
whether it is one of reaction, poverty, corruption, oppression, 
war and limitless destruction or one of growth, prosperity, 
culture, brotherhood, creative activity and peace. 
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